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By Mr. SPARKMAN: A bill _(H. R. 7892) granting an in-
crease of pension to James Robins; to the Committee on Invalid
TPensions.

By Mr. TAVENNER: A bill (H. R. 7803) for the relief of
Francis H. Connelly ; to the Committee on Military Affairs.

PETITIONS, ETC.

Under clause 1 of tule XXII, petitions and papers were lald
on the Clerk’s desk and referred as follows: -

By Mr. ESCH: Petition of the Wisconsin State Federation of
Labor, Milwaukee, Wis., protesting against the passage of the
workmen’s compensation bill (8. 959); to the Committee on
the Judiciary.

Also, petition of Chamber of Commerce of the city of Mil-
waukee, Wis., favoring the passage of legislation for an im-
mediate reform in the national banking system of the United
States; to the Committee on Banking and Currency.

Also, petition of the Traffic Club of New York, New York,
N. Y., favoring the passage of legislation making an appro-
priation for the maintenance of the Commerce Court; to the
Committee on Interstate and Foreign Commerce.

By Mr. LINDQUIST: Petition of citizens of the eleventh
congressional district of Michigan favoring the passage of House
bill 5308, compelling concerns selling goods direct to the con-
sumer by mail to contribute their portion of the funds for the
development of the local community, county, and State; to the
Committee on Interstate and Foreign Commerce,

By Mr. LOBECK : Petition of Overland Lodge, No. 5, Switch-
men’s Union of North America, Omaha, Nebr., protesting against
the passage of the employees’ compensation act (8. 959) ; to the
Committee on the Judiciary. :

Also, petition of the Democratic central committee of Cuming
County, Nebr., protesting against the passage of the proposed
legislation known as the Glass-Owen bill; to the Committee on
Banking and Cuorrency.

SENATE.
Moxpay, September 1, 1913.

The Senate met at 11 o'clock a. m.

The Chaplain, Rev. Forrest J. Prettyman, D. D., offered the
following prayer:

Almighty God, we begin the labor of another day with the
ancient and blessed custom of lifting our hearts to Thee for Thy
blessing. Especially remember this day, recognized by our Gov-
ernment, the great army of workers in this country. We pray
‘that Thy blessing may rest upon those men in field and mine
and shop who by their skill and labor create the values of our
great national wealth. We pray that they may feel the dignity
of labor, not only because of the value that it brings to us in
thig life, but because it allies them with God, and being cowork-
ers together with God, may they work out the destiny for them-
selves and for our great Nation. Grant that with a sympathetic
regard for those who work in the discharge of the duties of this
day in this honorable Senate they may receive the thanks of the
people and the blessieg of God. For Christ's sake. Amen.

The Secretary proceeded to read the Journal of the proceed-
ings of Saturday last, when, on request of Mr. Smoor and by
unanimous eonsent, the further reading was dispensed with, and
the Journal was approved.

BILLS INTRODUCED,

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. BRISTOW :

A bill (8. 3067) granting an increase of pension to Tillman H.
Snyder; to the Committee on Pensions,

By Mr. CHAMBERLAIN:

A bill (S, 3068) to cause certain lands to revert to the State
of Oregon; to the Committee on Public Lands. ¢

AFFAIRS IN MEXICO,

Mr. SHEPPARD. I present a communication addressed to
me from KElizabeth Chandler Hendrix, being a report of her
personal experiences and observations in Mexico. I ask that
the communication may be printed in the Recorp and referred
to the Committee on Foreign Relations.

Mr. SMOOT. I did not hear the request of the Senator from
Texas.

Mr. SHEPPARD. T asked that a communication addressed to
me may be printed in the IRECORD,

Mr. SMOOT. Very well.

.

There being no objection, the paper was referred to the
Committee on Foreign Relations and ordered to be printed in
the REecorp, as follows:

Hon. MORRIS SHEFPPARD,
United Btates Benator from Teras.

Bir : According toa}vour request, 1, have the honor to submit this
re;]mrt of my personal experiences and obscrvations in Mexico. The
only claim which can be advanced for its special consideration is the
fact that it comes from one who does not own an acre of land or any
other property in the Republic, and who is not now and never has been
in the pay of any individual or organization remotely interested in
the outcome. For that reason it may be expected to be fairly free
from rsonal bias. For the same reason no one is responsible for
any of these utterances except the person whose name is affixed hereto. -

Also by request, 1 offer the following personal introduction and
cx?lnnntlon of my knowledge of Mexican affairs:

am a native of Wytheville, Va., daughter of Willlam J. Davi

deceased, and up to recent years my home was in thgé State.

have ome brother, who is a practicing attorney at Bristol, Tenn.,
James L. Davis, of the firm of Davis & Warren, and another Lrother,
Capt. W. R. Davis, of the United States Army, stationed at Honolulu.
These, with two daughters in ElI Paso, Tex., constitute my entire
family connections. As further referemce 1 mention the name of Mr.
John D. Campbell, vice president of the Commercial National Bank
of El Paso, Tex, whom I have known continuously since my residence
in the West.

About seven ycars ago I went to El Paso and was employed on &
local newspaper, doing some work at intervals for eastern magazines.,
In the meantime I invested the remnanis of a small estate in Texas
lands so advantageously that within a short time I was able fo dispense
with a salary and devote myself to whatever form of activity best
suited me. exico having been to me always the most interesting
country on earth, I have spent the past few years almost exclusively
studying the histor{ and resources of the nation and the character
and life of the people.

Shortly after the publication of the sensational * Barbarous Mexico ™
articles I was approached with a request to write a series in reply
designed to annul the injury which it was believed those articles would
do. The papers of Mexico gave much space to the work and ealled on
the people to farnish information and in every manner possible ald in
the uudertnkinﬁ. -

It is remarkable that we in the United States know less about
Mexico than we do about any other civilized country on earth, and we
are ignorant merely because we have never thought it of sufficlent im-
portance to inform ourselves. The pupils in our public schools study
the history of Greece and Rome, but here against our borders is a
country vastly more important than Greece or Rome, because it has a
future as well as a past, and we give less attention to it than we do
to darkest Africa.

Most of our information about Mexico is derived from books com-
piled from car windows or at first hand from adventuresome friends
who have gone as far inland as Juarez or Matamoros, attended a bull-
?:Eht' and forever afterwards are regarded as authority whes, speaking

the * cruel and bloodthirsty ™ Mexiean.

The American ideal of the Mexican is a composite characisr evolved
from picture post cards and the light-opera stage. The upper class Is
represented by a picturesque figure in skin-tight trousers and peaked
hat, perennially twanging a guitar before the barred window of his
novia, while the lower class is typified by a blanketed beggar who tolls
not, neither does he spin, but spends his entire lifetime crouched in the
shadow of an adobe wall, with an unwashed hand outstretched for

alms.

Now, the truth is there are a number of people in Mexico who
habitually manicure their nalls and wear dress clothes to dinner and
who can converse intelligently in several languages. There are cul-
tured homes, exclusive clubs, and the nucleus of a national life quite
apart from that which is visible on the market place and in the streets.
It Is composed of people. of as much ability, courage, pride, and
patriotism as is to be found in any nation, and when the true story
of their stroggle for freedom shall be written it will be found that
they are capable of as high acts of heroism as has ever been Inscribed
on the ﬁagm of any history.

The United Btates appears to have two means of securing information
about Mexico, one is from consular representatives, and the other is
from fleeing refugees. The consulates are located In cities or large
towns, widely separated and cuverln¥ large areas of country. There
being practically mo mail or telegraphie communication between the con-
sular headquarters and the outlying portions of the district, and the
Government maintaining no independent scout system whereby reliable
information can be secured, the consular reports must of necessity con-
sist of statements made by Mexican residents in that immediate vicinity,
who are either indifferent to the accuracy of the information furnished
or directly interested in making it misleading. .

As to the information furnished by refugees, a man fleeing from
real or imaginary daugﬁr is rarely in condition to give a clear and
reliable report of what has happened to him, and owing to the absence
of uniform, it is impossible to say with certainty whether the depreda-
tions reported were committed by soldiers or bandits.

In the beginnicg of the Diaz régime there were but two classes In
Mexico, the educated upper class and the peons. With American capital
came American settlers and American ideals, which ideals by slow de-

rees permeated even the peou class, so that there has grown up in
%lexlco a_new eration of falrly intelligent middle class, working

ple. These form the body of the constitutionalist army which is
ﬁ? by the sons of their old masters who, for the most part, have been
educated In the schools of the United States, and from such sources
have imbibed their ideas of freedom and self-government.

This is distinctly a young Mexico movement, the Inevitable result of
enlightenment and progress in a new generation, striving to embedy in
definite form its ideals of patriotism. It is not the Independent upris-
ing of guerilla bands. as some seem to suppose, without organization or
purpose, except robbery and plunder, but is the operation of a great

rineiple; the same principle which inspired our Revolutionary fore-
?sthers, the same irresistibie principle which is operating throughout the
world, to the overthrow of old dynasties and the upbuilding of young
republics. It took definite form in Mexico with the marshaling of the
armies under Madero, and so well is it organized that the martyvrdom of
the first leader is only felt in greater Impetus to the cause. The rumors
of dissention and discord among the leaders is without foundation, and
is propagated for an evident purpose. During long association with the
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of Mr. Madero's occu-
have never heard omne man
heard

constitutionalist forces, extending from the
pation of the ety of Juarez down to date,
ntter a disparaging remark about another, and have never seen or
the slightest signs cf insubordination.

On the 3d day of June, this Eear. the constitutionalist army under
Gen. Lucio Blanco defeated the Federals at Matamoros, n the State uf
Tamaulipas. and took possession of that city. Within a few days there-
after I returned and took up my residence at the misslon house of the
Presbyterian Church, loca on the main Ezl: where I remained until
Augnst 17. There were in the city at t time about 2,000 troops,
undisciplined as we count military discipline ; there were also numerous
ungnarded eantinas well stocked with tequila, and according to accepted
ideas most any kind of cutlaw m[iht have been expected. I saw only
one drunken man during my ;Eny there, and never witnessed or heard
reports of the slightest disorder. There was no evidence of the wanton
destruction of property or the confiscation of anything except such sup-
plies as were necessary for the maintenance of the army.

Bhortly after the cné:ture of Matamoros Gen. Blanco summoned the
troops bef him and delivered an impressive address. After con-
Emtulnt!n hem on their victory and commending them for brav

e concin somewhat on this ‘wise: * While we have accomplis
this great vietory we do not know what defeats may be before us,
Undoubtedly there will be many hard-fought battles before we shall
have won our freedom. There remains yet much bardship for all
and death for some. Sometimes 1 shall have money to ?ay you and
sometimes I shall have none. Sometimes I shall have food for you
and your horses and sometimes 1 shall have none. If there is a man
here who does not want to face it, he can take his borse and his side
arms and cnough money to provide him with food for the journey and
go back to his own people.” It is needless to say that not a man lef
ixmill1 those men would go forth to death cheerfully for their idoliz
eader,

Brig. Gen. Lucfo Blanco, Jefe de las Armas of Nuevo Leon and
Tamaulipas, s a type of the constitutionalist leader. He is
young, not over 35 years old, dignified, yet withal affable, with the
appearance and address of a soldier and a gentleman. ~Assoclated with
him as staff officers is a coterie of the most remarkable t_Igum:lg men I
have ever met. They are all of wealthy families, for the most part
educated in the United States, with a few years of foreign travel.
They could betake themselves and their possessions, after the am%ted
method of many wealthy Mexicans, to some foreign countr{ and live
in ease and luxury. Instead of that they are spending their lives
and their property in the service of thelr ignorant and oppressed
conntrymen, whom they are popularly suppos to despise. In min-
gling with them one hears no storles of hardship, no boasting of what
they have done or expect to do, but one gets the impression that they
consider the privilege of sacrifice a badge of honor, and like all badges
of honor, to be borne modestly and silently.

A short time ago I endeavored to get some information from a young
enlonel in Gen. Blanco’s command about his experiences in an American
prison from which he had been recently liberated after serving a
40-day sentence on charge of violation of the neutrality lawse. He
wns wretehedly emaciated and had evidently suffered grmt hardship.
This young man said to me with an apologetic smile: “ The eause of
the whole trouble is that yoar le do not kmow us. If they did,
everything would be different. e have had a better chance to know
the people of the United States than they have to know us. We have
learned much from them, we owe much to them, and we believe them
to be our best friends. In time they will understand us better and
will respect us for wanting to achieve our liberty for ourselves. We
are men. We have pride as other men. We do not want to buy our
frs;eﬂom cheaply or bave 1t given to us. We are willing to pay the
price."”

These are the men who during the annual festival in honor of their

triot, Juares, marched in a body to the American consulate and in

he presence of this representative of the American Government, gave
ublic expression to their gratitude for the example which the United
tates has set for the world, and for the insgiration which it furnishes
ifn their own struggle for free government. They then marched—
thousands strong—to the banks of the Rio Grande and with faces
gfltfted to the sky, so fair over free America, so ;}:{Lﬂesa over enslaved
exico, they sang the national hymns of the two Republics.
ErrzaseTH CHANDLER HENDRIX.

PROPOSED CURRENCY LEGISLATION,

Mr. OWEN. I ask nnanimous consent to have printed in the
Necorp a letter answering the suggestion printed in one of the
New York papers to the effect that the Committee on Banking
and Currency have not afforded any opportunity to the bankers
of the country to be heard. ‘I do not think it is worth while to
have the letter read, but I should like to have it appear in the
Recorp, if there is no objection.

The VICE PRESIDENT. In the absence of objection, it will
be so ordered.. ;

The matter referred to is as follows:

UXITED STATES SENATR,
COMMITTER OX BAKKING AND CURRENCY,
September 1, 1913,
MaiesHALL Fizrp & Co.,
Mr. JAMES SiuPsoN, Vice President,
Chicago, IT1.

Dear Siz: My gttention has been called to your telegram of August
20’ tle a leading New York paper, in which you express the following
opinlon :

P We think fullest exchange of opinion between framers of currency
bill and bankers ahsolutely necessary in order to avold mistakes.”

Your telegram was an answer to a telegram sent broa Bm:u!gy'.

August 24, bi: this New York paper, to the following effect:
« Cooperation appears to be lacking between the framers D?:f the ad-
you feel

ministration eurrency bill and the bankers of the country.
that the best interests of the business men of the country would be
gerved by a free exchange of opinioms between the framers of the bill
and representative bankers? The New York would appreciate a
short statement from you by telegraph upon o matter which is of vital

fnterest to all."
5Four days previously to this publication the Committee on Banking
and Currency d invited these bankers to be heard before the com-
mittee, and they had had four previous hearings by the framers of the

bill.]

The replies to this dispatch are published from many promin
ent
gewle from one end of the mnnt? to the other—mn:e’so a, Texas,
ennessee, Ohio, Wisconsin, Colorado, Indiana, Utah, lowa, Nehraska,
etc.—showing that this misleading inquiry was sent broadcast through-
ont the United sﬂtﬂﬁllnﬂ. whether intended to do so or not, ennveyed
the Impression that the framers of the currency bill had denied a free
exchange of opinions with the bankers of the country. This suggestion
is duttm-ly untrue, because, as stated, they had been heard four times
and their views were printed for committee use, Such a suggestion,
moreover, would excite hostility agninst the pending measure, on the
srt&'und that It was drawn without consultation and witheut knowledge.
k hose drawing this measure have had the most abondant means of
d:lﬂwIedge. Congress discussed the question of curreney reform very
. berately and at great length tmmed!ate‘liy after the disastrous panic
oh 1807 In passing the so-called Vreeland-Aldrich bill. The present
c ai‘rltol;zu of the Senate Committee on Banking and Currency, who had
prey 2 sly to that time given the matter great attention, delivered a
? eec 'I?htsﬂ:;;?ec%onm ;mdtlig ﬁo% of the Henate discussing this ques-

. receive y
Unéted oy e widespread approval of the press of the
ongress, in passing the Vreeland-Aldrich bill, provided for the Na-
tional Monetary Commission and appropriated a iarge amount of money
{lo enable an exhaustive study to be made ef this great problem, and
undreds of lhouq&nﬁs of dollars were expended for the employment of
e;gerts and over 30 volumes of reports were printed, beginning in 1910
and extending up to 1912, giving an ¢laborate description of the bank-
IL:; s::stem in the British Empire, in Franece, in Germany, in Belgium,
= eden, in Switzerland. in Scotland, In Canada, in Italy, in ltussia.
Bis?gt;i:aﬂtﬂzmi.nzie:gerlnnﬁs. :ltnd Japan, l:fn well as in the United
ricus matters

m]mm:jedcittii%n \.:llliht‘ha i_gtnm-lmm mh}e?n_ e N e

n A n to s Immensely laborlous work, the House of Iepre-
sentatives, throngh the Committee on Banking and Currency, duringpth'»
last winter Lgnw most elaborate hearings to the bankers and banking
experts of the country, including Mr. A. B. Hepburn, ehairman of the
currency commission of the American Bankers' Association: Paul War-
I:grp:,_ ?.fe the great banking house of Kuhn, Loeb & Co.: Victor Moro-

rutﬁ sm‘s‘ Al. Shaw ; Prof. J. L. Laughlin; Mpr. D. G. Endy, chairman
or e banking and currency committee of the National Association
of Credit Men, accompanied by Messrs. J, F. Tregoe, Charles D, Joyce,
i}ld W. W. Orr. representing the National Association of Credit Men :
ur. Festus J. Wade, president of the Mereantile Trust Co., St. Lotis:

r. James E. Ferguson, of Temple, Tex. ; Mr. Edmund D, Fisher, deputy
cNomR'tmller of the city of New York; Mr. Ludwick Pendlg: Mr. Samuel

. Wilhite, comptroller of the eity of Loulsville, Ky.; Mr. William A.
I}\;zshérnrmer chalrman of the Clearing House Association of New York:
lef eorge M. Re;’nold&i president of the Commercial Nalional Bank,

cago ; IQn. Charles N, Fowler, of New Jersey, banking expert: Mr.
Anﬁiret\: Ji:‘l' rame, president of t‘he. Waukesha Natlonal Bank, Wisconsin ;
.1!\‘0 1i:| "n.-] arwell, of John V. Farwell Co., of Chicago, dircctor of the
flt' onal Bank of the Republie; Willlam T. Creasy, master of the enn-
sylvanin State Grange; Mr, T. J. Brooks, representing the Farmers'
Educational and Cooperative Union of America: Mr, William V7. Flan-
g;lﬂ%igfagg\; ;Jgr.nku:f “Bg’tr.l Wlllinrg H. Berry, ex-State treasurer of Penn-

urer; and m: - 3

bus!]r;ess interests of the country. L e Tbtemuting the usuing

Their statements were published and comprised & volume of T
pages. In addition to this, the Committes og Banking and Cu:rc;)z;
also made a careful investigation into the so-called Money Trust, the
testimon, I:»e[n.pfZ printed in three volumes of 2.226 and a notable
E]e;?rt of over 250 pa.%ea, repared by the Pujo committee, Hon, Samucl

ntermyer, counsel, showing in ‘remendous detail the coneentration of
control of property and credits by Morgan & Co., the First National
Bank, and the National Lity Bank, of New York, through 841 director-

ons, having aggregate resoor i

of $22,245,000,000, (H. Rept, 1503, g . 62d Cong?ssgrpel:&ltlllzation
o r the reports had been made by the National Monetary Commis-

on in 1910, bankers of the country carried on an active ropa-
ganda during 1911 and 1912 for the so-called Aldrich blll, which pro-
posed to establish a great central reserve bank on the theory that it
would mobilize the reserves, provide elastic.currency, and give an im-
mediate market always for qualified commercial paper.

It was currently reported that from $300,000 to $500,000 was spent
In this propaganda. ¢ American Bankers' Association approved this
bankers controlied central bank. The plan was ohjected to by the pub-
tic opinion of the country because of one great fundamental and fatal
defect; that is, having been proposed at freat publie expense for the
avowed purpose of being a great public-utility bank, the supreme control
::: § ;ei]a vtvos thavbanikemﬁ who V\;??ldbhave P ﬁideﬂ necessarily, un-

erning. human e rivate Intere )
the public welfare exclusively. bt Ry

After the further investigation made by the Bankin,
Committee of the House of Re resentat{ves during the last winter
1912-13, and before the new bill was actually drawn to camply with
the public opinion, the preliminary draft was submitted to varlous rep-
resentatives of the American Bankers' Association.

They were thus consulted a second time by those responsible for the
present bill

After the preliminary draft was actually prepared for submission
Congress u&) before befng submitted, the presen‘tmchalman of the 001}:0
mittee on Banklni[ and Currency of the United States Senate spent
seven hours with Mr. Paul Warburg, regarded as one of the ablest rep-
resentatives of those banking interests and thelr greatest expert on the
guastlon of bank currency. The present chairmman also spent over 10

ours consecntively In conference with the representatives of the Ameri-
can Bankers' Association, discussing the details of this bill, and has
been in constant communication with bankers from all over the country
as well as with leading experts on banking.

After the bill was introduced in both Houses a further and third
hearing was accorded to the E)efpresenmtlves of the American Bankers'
Association by the chairmen the Committecs on Banking and Cur-
rency of the House and Senate, also bg the Secretary of the Treasury,
and also by the President of the United States. In addition, the chair-
man of the Commlitiee on BanklnE and Currency-of the Senate ealled
for the opinions of over 500 bankers on the Eend]ng bill and on the

rineiples involved im it. and 50,000 copies of the bill were sent out for
nspection and report. The Committee on Banking and Currenc
the Senate has published for Its use a volume of such opinions,
lmlve at their disposal a special library on this guestion of over 2,00
volumes,

The prgpuganda now being carried on, led by the Naticnal City Bank
of New York, which has eircularized the country against the bill, is
obviously intended to discredit the administration and to make it

and Currency

of
e
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appear that the bankers have not Leen consulted and that the commit-
tee is not well informed. This misrepresentation has the effect of
poisoning the public mind and misleading ?Bbllc opinion. Buch mis-
representation will thus promote a private interest against the public
interest. It is an open secret that these great concerns, like Morgan &
Co.. have Enhllci:y agents, to whom they pag very large salaries and
who are able to create fictitious and false public opinion unduly favor-
able to the contentions of these great financial camlpanies.

The business men of the country need have no fear that their Rep-
resentatives and Benators in Congress will act unadvisedly. The rep-
resentatives of the big banks of the country have been given the most
abundant opportunity to be heard; and after they had their Chicago
meeting nndp presented anew thelr old contentions and requested further
hearings, this opportunity was immediately afforded them by telegraph,
and the hearings set for 2 o'clock Tuesday, September 2.

I deem it my duty to advise Em that you are being misled by an
artificial propaganda conducted behalf “of private interests, which
does not hesitate to mnve{ to the country the false suggestion that the
administration is proceeding without adequate knowledge or without
giving a hearing to the bankers of the country.

The rank and file of the bankers of the country constitute one of
the greatest, most important, and most valuable parts of our national
commercial machinery. They have been of great value in promoting
every kind of enterPrIse. and one of the most useful features of the
proposed public-utility banks—the so-called Federal reserve banks—
wilm to give stability, peace of mind, and greater opportunity to the
bankers of the country to render patriotic service,

It fs not surprising that a few men, having an enormous control of
credits of the country, should o%mse surrendering to the United States
in any degree the vast power which they have heretofore exercised, en-
abling them to control credits, to bull and bear the market, to enrich
or impoverish other men,

Very respectfully, " Rosr. L. OWEXN.
IMPORTATIONS IN AMERICAN VESBELS.

Mr. JONES. Mr. President, something over « week ago the
Senate passed a resolution calling on the State Department for
copies of protests or correspondence which may have been re-
ceived from foreign countries with reference to the provision in
the tariff bill proposing a discount of 5 per cent in duties on
goods imported in American ships. I have endeavored to keep
track of the matter so as to know whether any report has come
in, but I have not learned of any report. I desire to inguire
whether such a report has been made?

The VICE PRESIDENT. No report has come to the hands of
the Viee President.

The morning business is closed.

THE TARIFF.

Mr, SIMMONS. I ask unanimous consent that the Senate
proceed to the consideration of House bill 3321,

There being no objection, the Senate, as in Committee of
the Whole, resumed the consideration of the bill (H. R. 38321)
to reduce tarift duties and to provide revenue for the Govern-
ment, and for other purposes.

Mr. CLARKE of Arkansas rose.

Mr. SMOOT. Mr. President, I suggest the absence of a
quorum, ]

The VICE PRESIDENT. The roll will be called. .

The Secretary called the roll, and the fo_llowing Senators an-
swered to their names:

Ashurst Hollls Overman Smith, Ga., .
Bankhead Hughes Owen Smith, 8. C.
Borah James Page Smoot
Brady Johnson Perking Stephenson
Drandegee Jones Poindexter Sterling
Bristow Kenyon Pomerene Stone
Bryan Kern Ransdell Sutherland
Catron La Follette Reed Swanson
Chamberlain Lane Robinson Thomas
Chilton Lippitt Root Thompson
Clap Lo ge Shafroth Thornton
Clane. Ark. AMeCumber Sheppard Tillman
Colt Martin, Va. Sherman Vardaman
Crawford Martine, N. J. Shields Warren
Cummins Norris Shively Weeks
Dillingham O'Gorman Simmons Williams
Gallinger Oliver Smith, Ariz. Works

Mr. SHEPPARD. My colleague, the senior Senator from
Texas [Mr. CuLBersoN], is unavoidably absent. He is paired
with the Senator from Delaware [Mr. pu Poxt]. This an-
nouncement will stand for the day.

Mr. SHAFROTH. The senior Senator from Georgia [Mr.
Bicon] asked me to state that he could not be here at the open-
ing of the session, having been detained at the State Depart-
ment on business.

The VICE PRESIDENT. Sixty-eight Senators have
swered to the roll eall. There is a quorum present.

Mr. CLARKE of Arkansas. Mr. President, the amendffent
heretofore offered by me to be incorporated in the pending bill
was deferred until to-day fér the purpose of permitting ‘me to
submit certain observations in support of the propositions con-
tained in it. The terms of the amendment are very well known
in the Senate. It proposes to insert as an additional section the

following :
CLAREHE AMENDMENT.
8ec. —. That upon each sale, agreement of sale, or a ment to sell
any cotton for future delivery at or on any cotton exchange, or board
of trade, or other similar place, or by any person acting in substantial

such cotton exchange, board of trade, or other similar place, there is
hereby levied a tax equal to one-tenth of 1 per cent per pound on the
quantity of cotton mentioned and described in any such contract: Pro-
vided, That in all cases where the guantity and kind of cotton men-
tloned and described in sueh contract is actually delivered, in compli-
ance in good faith therewith, by the seller to the buyer therein respee-
tively named, the tax levied by this section shall be refunded to the
{mrtgepaylng the same in such manner and under such regulations as
he cretary of the Treasury shall prescribe. Amlv sale, agreement of
sale, or agreement to sell, any cotton for future delivery, at or on any
cotton exchange, board of trade, or other similar place, or by any per-
son acting in confarmiiéy to the rules and regulations of any such cot-
ton exchange, board of trade, or other similar place, in any forcign
couniry, where the order for such sale has been transmitted from the
United States to gach foreign country and either the buyer or the seller
described in such contract of sale is at the time of the execution there-
of a resident of the United States, shall be deemed and considered in
all respects a sale, agreement of sale, or agreement to sell, for future
delivery, of the cotton described therein within the meaning of this
section. A corporation organized under the laws of any State or
country shall be deemed for all pur%;:ses A person within the meaning
of this section. All contracts for the sale as aforesaid of cotton for
future delivery at the places and by the persons herein mentioned shall
be in writing, plainly stating the terms of such contract and indicatin

the gmrties thereto and signed bf the pnni to be charged, by himsel

or his agent. The said tax shall be paid by means of stamps affixed
E Bugh written contract and shall be paid by the party named as buyer

erein.

That the Secretary of the Treasury is hereby authorized and cempow-
ered to make, preseribe, and publish ‘all rules and regulations necessary
to the enforcement of the foregoing section and to the collectlon of the
tax thereby imposed. To further efect this purpose, he is hereby au-
thorized to require all Fersons coming within its provisions to keep such
records and systems of accounting as will fully and correctly disclose
the transactions in connection with which the ‘said tax is authorized :
and he ma¥ appoint such agents as he may deem necessary to conduct
the inspection necessary to collect the tax herein authorized and other-
wise to enforce this statute and all rules and lations lawfully made
in parsuance thereof, as in his judgment may required, and to fix
the compensation of such agents

That ang cotton exchange, board of trade, or other similar place, its
officers and agents, or person acting in substantial conformity with the
rules and regulations or market quotations of any such cotton exchange,
board of trade, or other similar place where contracts for the sale of
cotton for future delivery are made in violation of this statute, and
every person who is made liable for the tax thereby Imposed, who shall
fail to Buy, or shall evade, or atiempt to evade, the payment of the tax
levied by this section, or shall otherwise violate this statute, or any
rule or regulation lawfully made by the Secretary of the Treasury in
pursuance thereof, shall be guilty of a misdemeanor, and upon convie-
tion thereof shall pay a fine In any sum not less than $100 nor more

ciations of persons violating this act an additional punishment by im-
El-isuument for not less than one year nor more than three years may
e imposed, at the discretion of the court.

In addition to the foregoing punishment, there is hereby imposed a
?enalty of $2,000 on each separate sale made in violation of this statute,
o be recovered in an action founded on this statute in the name of the
United States as plaintiff, and when so recovered one-half ,of said
amount shall be paid over to the person giving the information upon
which such recovery is based.

That no person whose evidence is deemed material by the officer
E;oaecutm on behalf of the United States shall withhold his testimony

rause o cump:icitf br him in any violation of this statute, but any
such person so u to give evidence as a witness shall be exempr
from prosecution in any court of the United States for the partieular
o?ﬂusa in connection with the prosecution whereof such testimony was
given.

That the payment of the tax levied under authority of this section
sghall not exemgt any person from any penalty or punishment now or
hereafter provided by the laws of any State for entering into coniracts
for the future dellvery of cotton; nor shall the payment of taxes im-

sed by this section be held to prohibit any State or municipality from
mposing a tax on the same transaction. :

IMPORTANCE OF COTTON INDUSTRY.

The purpose of this amendment is to relieve one of the great
primary industries of this country from an incubus that has
rested upon it for the past 20 years. The inherent commercial
potentialities of the industry involved are such that it has par-
tially withstood a system of brigandage that would have de-
stroyed any other in our country. The production of cotton con-
stitutes the backbone industry of the United States. It is the
foundation of the industrial existence and prosperity of 11 of our
States. It constitutes the principal source of employment for
their people, and contributes annually to ike commerce of the
country more than $1,000,000,000 in value as a raw material.
When ufactured, the possibilities and value of the industry
are nitely increased It is now, and has been for years—
largely in the past than at the present time—the item
export which has maintained the balance in our favor in our
trade with foreign countries. For 1912 the following is a sum-
mary of our foreign trade:

Exports $2, 170, 819, 82
Imports 1, 653, 264, 932
Balance In our favor 417, 054, 894

In the amount of our exports there is included raw cotton,
$505,840,271; cotton manufactures, $50,769,511; aggregating,
$616,618,782. The exports of raw cotton are 26.07 per cent
and cotton manufactures 2.34 per cent, aggregating 2841 per
cent of our entire exports. This showing indicates that our
cotton exports constitute nearly $200,000,000 more than the en-
tire balance of trade in our favor. What is contributed to onr

conformity to the rules and regulations or market quotations of any

-

domestic commerce Is a sum so fabulous that the necessities

than $20,000; and in case of natural persons or unincorporated asso- -
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of the present oceasion do not require that it shall be estimated.
It will be sufficient on this occasion to say that its value as a
raw material is the basis, in a large degree, of the prosperity of
nearly every manufacturing center in New England. Raw
cotton is the produet exclusively of what is known as the
southern section of our country, and the census of 1900 shows
that 65 per cent of the crop of that year was grown and mar-
keted by white people, and 85 per cent by the colored popu-
lation. It is evident that the industry is one of the very first
importance among the vital elements that go to make up the
fabric of our commercial greatness. It ought to be treated
fairly. In fact, if there is in the science of government room
for extending benefits and conferring favors it ought to be
favored. Those who engage in the production of cotton as a
business have never enjoyed any of the benefits of the cus-
tomary policies of favoritism, the existence of which is sought
to be justifiel by a purpose to stimulate the full development
of the fundamental industries of the Republic. On the con-
trary, in the negative way of nonaction, the lawmaking powers
of the land have inflicted upon that great industry an injury
of the most grievous and demoralizing character. I refer to
the business of gambling in the market prices of cotton, nomi-
nally contracts for the future delivery of cotton. This perni-
clons business has attained to proportions whelly beyond the
knowledge of the average citizen outside the cotton-producing
industry. and is understood very vaguely by many directly in-
terested therein. This business is conducted by two organiza-
tions known as cofton exchanges, one of which is located in
New York and known as the New York Cotton Exchange, and
the other in New Orleans and known as the New Orleans Cot-
ton Exchange. The chief offender is the New York Cotton Ex-
change. The exchange at New Orleans is a minor affair in
its power to bring about the demoralizing results of which the
eotton-growing industry complains to-day. In a report made by
Senator George to the Fifty-third Congress for the Senate Com-
mittee on Agriculture, he said of the New Orleans Cotton
Exchange:
Cotton Exchange, though located in the la t-
e R I T e e
0 L3
g;ﬁ:%::atgm sg‘;ingo{f it had the w‘l.llnfo do good it has not the power.
In a gpeech subsequently delivered in the United States Sen-
ate he justified this observation in his report by presenting the
following communication from Latham, Alexander & Co., at that
time one of the chief cotton-exchange operators in the United
States:
me troilin T for -
moqt‘j?fyr? ’I%;ld::’l: :h?e ﬂni%nclal mngkg‘;? thoer Wr::.rgll:!bjetNgw gvo?-ll?lumtll?e
financial market of the United States There is virtually one stock
exchange in the United Btates—that Is the New York Btock Exchange—
gnd the price of every bond and stock that is sold here regulates the
rice everywhere else. The price of cotton In New York oftentimes con-
?ru!s the price of cotton in thhe wholle w?dﬁ?;:“?af tthtil;t :ltynis E:;
R N S rets and Besiare st oftuntimses Tollowed:  NO sl
market doing business in contracts—
That is. futures; they call that dealing in “ contracts "—

could survive 24 hours unless their business was conducted on the basis
of the prices at controHing centers. If any market for contracts
smaller ?tl;nn ours should attempt to sell down prices, cotton dealers in
New York could— i
They do not say they would; they conld do it—

buy all the; 11 tem; -
2:&1::?9%1{{:: .gg':’:fft qgotaﬂma’inh%fiéofagr‘k, Je’;zlt::yhiiec cfgi?li 3&]&1
24 hours offer to sell them more cotton than they could buy.

The conditions thns described probably represent conditions
as they exist to-day. In the aspect in which I deal with the
question now, I think I am justified in treating the New Orleans
Cotton Exchange as a minor affair. It has some very able men
connected with it, and its membership and officers have been
exceedingly active in opposing pending legislation. Being situ-
ated in the cotton-growing section of the country, it should
nafurally have more or less interest in the man who producés
the cotton. But the fact remains that, notwithstanding the fre-
quent attempts to liberalize their plans and policies, they have
been wholly unable to do anything in the way of effective cor-
rection of the evils that have borne down so heavily upon the
cotton produacers of the country.

NEW YOEE COTTON EXCHAXNGE THE REAL OFFEXDER.

The New York Cotton Exchange is an organization created
mnder the aothority of the Legislature of New York. It is a
close corporation, consisting of a membership limited to 450,
Tt is located in New York City. The express object of its cre-
ation, among other things, is— v

to adopt standards, classify, acouire, preserve, and assimilate useful
formation connected wi

th the cotton Interest thronghout all markets,
to decrease the local risks attendant upon the business, and tend to pro-
mote the cotton trade of the city of New York.

As New York City is not a spot-cotton market, and never can
become one, the significance of this enumeration of powers must
be evident. The proposition to promote the cotton trade of the
city of New York by so formidable an array of talent and power
of initiative as there assembled can only mean the creation
there by abnormal, arbitrary, and illegal methods of a place
where phantom cotton is o be the normal business carried on.
The business ig a close corporation in the sense that no one save
a member can either buy or sell upon its floor. Its rules provide
for a liberal system of supplying to its members information
relating to the acreage, state of growth, pesis, drought, and
weather in the cotton region. These trade secrets have been
protected as the private and confidential property of its mem-
bers by the two decisions of the Supreme Court of the United
States, one of which is Hunt against New York Cotton Exchange
(205 U. 8., 115), and the other, Board of Trade against Christy
(198 U. 8., 251). The latter ease is one in which an injunction
was secured to restrain an outsider from making nse of the
market reports of the exchange. In declding the case the court

said:
The plaintiff’'s collection of guotations is entitled to the protection
of the law. 1t stands like a trade secret. The plaintif has the right

to keep the work which it has done or pald for doing to itself. The
fact that others might do similar work, if they might, does not au-
thorize them to stgal the plaintifi's, * * «

The objection being made that the exchange was engaged in
an illegal business, and therefore not in court with clean hands,
the court added:

If, then, the plaintiffs collection of Information is otherwise entitled
to protection. it does net cease to be so, even if it is information econ-
cerning illegal acts, The statisties of erime are property to the same
extent as any other statisties, even if collected by a criminal who fur-
nishes some of the data.

The reference to the statistics of crime in connection with
this particular class of business is significant. It can not,
therefore, be said that the exchanges serve a public purpose
and are designed to promote the public interest. In the nar-
rowest and most offensive sense it is an institution created to
carry on in secret a wholly selfish and purely illegal business.
For a long time this cotton exchange was the sole collector
of statistical information concerning the extent and condition
of the growing crop of cotton. This information, or perversions
of it, is communicated to the outside world from time to time
in such form as will best suit the purpose of the dominant
cligue in that institution, and it was habitually so used, and it
is so used now, for all that it is worth. The participation of the
Government in the matter of collecting and disseminating in-
formation along the same lines has somewhat curtailed ihe
value of this private information of the exchanges, but it has
not appreciably influenced the full effects that ean be produced
by the exchanges in the use of their information between the
dates on which the Government makes its publications, which is
the 10th of each month, I believe. But I shall refer to this
again.

" Then, the exchange has provided a system of dealing on its
boards by which the seller who contracts for the future deliv-
ery of cotton is given the sole option to deliver during the month
for which he makes the sale. All contracts purport to be made
upon the basis of the middling grade of cotton, which is a
first-class, merchantable cotton, capable of being devoted to the
uses for which cotton is usually employed., There are several
grades, the standard one being the medium, or middling, grade.
The contracts are all made upon the basis of the middling
grade, but with the right on the part of the seller to deliver
any one of the 28 grades, varying from the very highest quality
of cotton to the very lowest grade than can be rationally cal
cotton, allowance being made In favor of the higher grades
above middling, with a reduction in those delivered below that
grade. These differences are not the differences in price pre-
vailing in the market as between the different grades on the
date of delivery, but is a fictitious difference established by the
cotton exchange itself. It is said by those who are familiar
with the business that these are invariably fixed upon an erro-
neous and unfair basis.

The organization also has committees whose business it is to
determine the quotation for futures, covering the months for
which there were no transactions during the day, and also one
to fix the price relation of the several grades of spot cotton
to each other for purposes of delivery on contracts. Very little
spot cotton is actually delivered in New York in performance of
these future contracts, probably not one-half of 1 per cent of the
amount represented by the so-called future sales.

Every contract executed by members of the exchange is re-
quired to stipulate that it is the intention of the parties thereto,
the one to make the delivery and the other to accept the de-
livery of the actual cotton deseribed therein. This is done to
escape the condemnation of the common law, which would
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otherwise attach if the real intention of the parties were to be
expressed in the written instrument. At common law the pur-
chase or sale for future delivery of a given produoet, with no
intention to deliver or receive at the time the contract was made
but to elose the contract on the basis of the difference in price
on the date of delivery, is gambling, and has been so invariably
treated by the courts. To escape the condemnation of this rule
and to give the business the appearance of regularity and
legnlity, this fiction of a declared purpose to make delivery is
always a conspicuous feature in the transaction, although in
ninety-seven cases out of a hundred both parties understand
perfectly well that no such delivery !s ever to take place. In
fact, the cotton exchange could not do business if it were com-
pelled to make delivery on every contract that was sold thereon.
The institution does not purport to be a cotten-dealing proposi-
tion. In this connection, I eall attention to the extract taken
from the report of the Commissioner of Corporations, Mr. Her-
bert Knex Smith, on cetton exchanges, part 1, page 56, as
follows:

It should be clearly understood that while most of these cotton ex-

chunges are corporations, they are not engaged as such in the cotton
business In any way. Instead, they are mere sssoclations of individuals
who in their financial operations are free to act as they like, subject
to the general regulations of the exchange. Exchanges, as such, do not
Ybuy or sell cottton, and, except that occasionally some exchanges de-
Flve a small Income from fees for the Inspection or grading of cotton,
they have no direct financial interest in the produet itself. Their In-
come is derived from membership dues. rents of bnildings, investments,
or similar sources. This characteristic of cotton exchanges should be
elearly appreciated. The lmﬁresskm which appears te exist in some
quarters t exchanges in their corporate eapacity act as a uonit in
the vetton market is altogether erroneous. Market operations in cotton
are wholly matters of Individual concern.

THE COTTON EXCHANGE A GAMBLING INSTITUTION.

In its final elements, and when its operations most nearly
approximate the perfection of the scheme that lies at its foun-
dation, it is a gambling institution, and so understood by every-
body who goes there to trade. What its victims consider abuses
and desire corrected the exchange regards as the most artistie
features of the system and desires perpetnated. Its operation
has evolved two distincet branches of the business. One is
known as pure speculation, or mere properly gambling, and the
other is known as hedging, which is a qualified form of gam-
bling. The first class is capable of subdivision inte two sub-
classes. The first is composed of members of eliques, organized
from time to time among the leaders of the cotton exchange, to
arbitrarily fix the price in accordance with the requirements of
the particular corner or scheme at the time in hand. This may
be either up or down, but is usually in the direction of lower
gquotations. The second class is what Is known as * suckers”™
or “lambs)” or, as Mr. Thompson, ex-president of the New
Orleans Cotton Exchange, characterizes them, the ‘‘insane or
cracked-brain operators” who will take all sorts of chances.
'This latter class is found most numerously in the South and in
the larger cities. The feature of pure speculation, or gambling,
in the future business constitutes 95 per cent of it, according to
the best estimates that can be made. In the Christie case,
above cited, the proof showed that the operations on the grain
exchange were about 95 per cent gambling to about 5 per cent
where deliveries were made or accepted. The so-called hedging
business is in itself nothing but a process of gambling, it is
gald, foreed upon a large class of persons engaged in the busi-
ness of manufacturing cotton. There is no reason why cotton
should be differentiated from any other product of the country
in the matter of hedging. Persons who engage therein ought to
be willing to run the risk of loss or gain as legitimeately incident
to the business.

The other group of the gambling class is composed of mem-
bers of the exchange and their clients, whose object is to arbi-
trarily create a price quotation that they want to rule for a
time. They exert the combined powers of the organization, in-
cluding thé edited reports of information about erop conditions,
which they eontrol and doubtless color to suit the demands of
the occasion. They are thus formidable beyond the hope of
being matched by the mere exercise of judgment ef any dealer
or manufreturer. This cotton exchange thus stands there with
a perpetual deelaration of war against this industry and all who
are engaged In it, and the dealers and spinners asssme that
they must pay & ransom to proteet themselves from its ravages.
Buyers and spinners therefore go upon this exchange to hedge
their transactions in aetwal cotton. mot because they are not
willing to take the natural risks that are invelved in the busi-
ness, but because they are afraid that while they are employed
. about other branches of their business this diligent and un-
serupulous
ditions as will adversely affect the preduct upon which their
whole business is based. They therefore resort to the exchange
for the purpose of bedging; that is te soy, making a countersale

eommercial enemy may fietitionsly create such eon- |

or purchase of what they have already sold or purchased in
fact. For instance, a spinner who buys eotton will go upon the
exchange and sell an equal amount, namely, he will agree to
deliver to some unknown purchaser an amount of cotton equal
to the ameount that he has bought and is at that moment putting
through process of manufacture, The last thing in the world
he desires to do is to deliver cotton to anybody. He is engnged
in the purchase of raw cotton and the manufacture of goods
therefrom and not in selling cotton, although he is compelled
to sign a contract in which he agrees to deliver a commedity
which everyone else knows that he never will deliver. You
have only to read the statement of Mr. Lewis W. Parker, of
South Carolina, which is quite extensively quoted from in these
remarks, to find out what he thinks about that. Bearing on the
class of operators who resort to the exchange for the alleged
purpose of hedging with reference to their intention to carry
out that part of the contract which requires them to recelve or
deliver the cotton. I here append the following statement from
the report of Herbert Knox Smith on cotton exchanges, page
155, and from several reputable cotton merchants and spinners:

Buyers ordinarily run from notices in this [New York] market and
In any other market unless they want the eotton. Specnlative buyers
tdgeinrntcol{lat;:clt’;m}” IE‘Q mgelup the cotton, as l: mi.! They run from

n New Orleans: not so much in Liverpoel, because
Liverpool is primarily more a apinner': market.

The absolute inabi wtﬁnor the buyer at the time he enters into the

contract to stipulate t grades he will take or to know what grades
he will be compelled to take injects into the transaction under the
periodic difference system an enormous element of uncertainty., This

be said to th tra

gambling charaeter. r as the bu:e?‘l': couacerc::d. tc!:e I:r“amth gtf‘iu:
comes very near being a lottery. The seller has not only the extremely
valuable privilege of selecting but also the Inducement to seleet from
the wide range of grades which he can tender to best advantage to him-
self or, conversely, to the greatest disadvantage to the receiver. A
contract which permits any such advantage to one pafty is obviously
an inequitable contract; and the inequity Is not overcome mege
stating that it is not concealed, but h%own to both parties. b{l‘. 2113

BEAL DELIVERY NEVER CONTEMPLATED. '

I quote an extraet from the tfestimony of Mr. Lewis W.
Parker, of Greenville, 8. C., given on May 14, 1910, before the
Select Committee to Investigate Wages and Cost of Commodities,
Senate Document No. 847, Sixty-first Congress, third session,
volume 2, page 938:

Mr. Parxer. The seller has no option but that of deliver -
tr? is called for. I m{l: for certaln reasons, as I will ex}:nln‘l‘nﬂtudg;{;l
later—1 may run away from delwerly, and as a general proposition I do

1 do not want to take and T run away from it; but if
I stand pat and say, “ Here, 1 want my cotton,” I think I will get it.

Soqatur Crawrorb. You want to run nwag from the delivery, and he
gomu tatkewfltn':‘t you to run away from it, and in that case can he make

Mr. Parggr I ean run so fast he ean not catch me. 1 can sell the
cotton so cheap to get away from the delivery that I simply play into
E::J nhm:ds.m:i give him an extra profit” over what he counted

Now, I am_president, as 1 stated, of the American Cotto

turers’ Assoclation, which has approximately 1,000 memben?. ﬁa%\?!f?bﬁ
500 are southern spinners, :({pmxlmtely. and 500 are northern:; we
are just about evenly divid The American Cotton Manufacturers’
Assoclation, as far back as five years ago, began urging changes in Lhe
New York Cotton Exchange rules, becanse the rules of the New York
Cotton l-.xc!mué;le are altegether in fuvor of the seller—give every option
fo the seller, give him every advan than can possibly be given to
him, and make it so that a man eather than take up ecottom on the
exchange runs away from it, and it is that fact that he does
from it—that is why there is this constant disparity between cotten
contracts on the exchange and absolute spot cotton.

That is to say, the prices quoted by the board for future cot-
ton are very much lower than the price of aetual cotton. That
testimony is repeated by a number of cotton buyers and repre-
sents a standard method of treatment, The actual deliveries
on the exchange hardly amount to one-half of 1 per eent of the
sales.

The following is an extract from the testimony ef Mr. Julius
Lesser, of St. Louls, then the prineipal cotton dealer west of
the Mississippi River, taken by Senafor Georze for the com-
mittee, at page 41 of the report:

About how many contracts of that sort have you
b - sst—A. Several thomﬁﬁdm:uf,m%_:“ fe v
ver when yow sol Ne + be-
time itnwrxwpnuuw;:fuml

uncertainty may pre[égﬂ{.

€ Pid you cluse hecanse {i
that delivery weuld be made?®—A. I always c!osea trades ﬁut?ﬁg
s00n 48 We eur spat colttems wanted

Has delivery ever been demanded?—A. I never walted
mg.“?p.“ui?"a?e“m to say that the gemeral I mot m':::
. a .
versal, expectation of these who deal in futures as indemnity is that no
delivery of cotton wil either be tendered or demanded wnder such
comtbacts?™—A. 1 bhave stated that before, tiat while we nify
against loss and are able to meve the crop from the South., buymng
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The following extracts are from the report of Herbert Knox
Smith, Part IV, page 0:

The future market, aside
in a state of oscillation. *

Under these circumstanees the prices paid producers obrvlously will
fluctuate—except to the small extent that limits might be departed
from—directly with fluctuations in the miurgdprlce thus used as a basis.
While this means that some individual producers sell their cro?s on
these minor depressions of the future grlce. this would not result in In-
justice to producers as a class, since others would sell at a corresponding
advance.

L] - - L

Thus thls comparison of actual prices confirms the conclusion
reached from the study of limits. It is therefore clearly established
that the influence of alnormal discounts of future prices is mot fully
offset by changes in limits, but that they exert a depressing effect

frotm l‘!s major movements, is almost always

upon the prices paid the producer; and that this effect, while less
pr?nout.x d tl:an the producers often assert, is nevertheless appreci-
able.

To a certain limited extent such abnormal discounts of future prices
tend to depress the prices gdd producers, not only intermittently, but
constantly. * *® * Anything which has a tendency to increase the
risks of hedging merchants, as such abnormal discounts of future prices
unquestionably do, has a tendency at least to force these merchants to
demand a wider margin to cover thelr expenses and profit than they
would require if they were properly protected. This means, of course,
that the price which merchants are willing to pay the producer is
thereby depressed. IFurthermore, this influence, as just stated, op-
erates almost constantly so long as the cause of such additlonal risk
is not removed and not merely from time to time.

It is conceded that the deliveries of actual cotton on the New
York Cotton Exchange in performance of future contracts are
merely negligible, rarely amounting to 1 per cent of the amount
of transactions there. The gamblers habitually employ the
facilities of the exchange to manipulate the price for the pur-
pose of making money in this improper and reprehensible way.
The chaos that they are thus able to create in the calculations
of any legitimate dealer or manufacturer is such as to make it to
his interest to minimize its effect by hedging with the authors
of this commercinl disorder. It is said that they involuntarily
resort to the exchange for this protection or insurance—but
insurance against what? Insurance against the machinations
of the very fellows whom they are paying to protect them.
And the manner in which they protect them is quite well de-
tailed in the extended quotation from the testimony of Mr.
Lewis W. Parker, contained elsewhere in these remarks. I
have drawn largely upon the statement of that gentleman, be-
cause his observations are very recent and‘ represent an ex-
tensive and personal experience by an intelligent man, who is
possessed of the capacity and independence to accurately relate
the treatment accorded to him. He testifies in the main that
he has no prejudice against cotton exchanges further than the
actual facts in the case warrant him in entertaining.

It will serve my present purpose very well to read here some-
what at length the testimony given by Mr. Parker before the
Committee on Agriculture in the House of Representatives on
the Oth of February, 1910:

TESTIMONY OF MR LEWIS W. PARKER, OF GREENVILLE, 8. C.

Mr. Parger. My name is Lewis W. Parker. My address Is Green-
ville, 8. C. My business is cotton manufacturing. 1 am the man-
aging officer—president and treasurer, one or both—of eight mills, viz:
The Olympin Cotton Mills, Columbia, 8. C.; the Granby Cotton Mills,
Columbia, 8. C.: the Richland Cotton Mills, Columbia, C.; the Cap-
ital City Mills, Columbia, 8. C.; the Mononghan Mills, Greenville, B0
the Vietor Manufacturing Co., Greers, 8. C.; the J%pa!achee Mills,
Arlington, 8. C.; and the Beaver Dam Mills, Edgefield, 8. C. Those
are eight mills of which, as I say, I am either president or treasurer, or
both, and I am director in quite a number of others. T am at this
time president of the American Cotton Manufacturers' Association.
Personally I represent and control about 350,000 spindles. * * *

1 think I control more spindles in the South than any other person.
1 wish to have it understood, though, that 1 do not appear in my ca-
pacity as 'pr(;sident of the American Cotton Manufacturers’ Associa-
tion.

One of the Senators asked him how he protected himself. Mr,
Parker replied:

1 use 75,000 bales of cotton a year, and I have never yet been able to
find a way. 1 study the subject every year, and think I have got some-
thing, an({ 1 have never yet been able to find a way. If I do it by buy-
in, ?umres on the exchange, before I get through I will find that the
fufures are away below a parity with spots; I have lost on my futures
and have to pay a high price for the spots. If I do it the other way,
by buying the spots and selling the futures against them, I am buying
Lge spots before 1 have sold my goods. Then the futures are put up on
me ; Pa have a loss on my futures, and I have my spots at the high price.
So I have never yet found a way of hedflng the cotton.

Mr. Broogs. Could Cm}grem regulate the rules of an exchange?

Ar. PARKER, No, sir; I do not suppose Congress could regulate the
rules of an exchange. And if the rules of the exchange are not regu-
lated so as to be just to the producer and just to the manufacturer, and
if their power of speculation is so reserved to them as to be an unrea-
sonable and unfalr speculation, to say the least of it, themn 1 contend
that Congress in its power must come to the relief of the producer and
the consumer, and say to the excha : “Under your present condi-
tions you are doing an illegitimate and a gambling business, and there-
fore we must exclude you * * *"

To illustrate that, Mr. Chalrman, in January, 1908, I bought 5,000
bales of cotton from a certain Intermediate man—a thousand bales a
month—for delivery in Jan and May, inclusive. At that time New
York contracts were selling at 0.90 for May. I bought those 5,000 bales
of cotton at 110 points on May. To begin with, that was an absurdity,

where the cotton is ralsed, 110 points more than it was theoret
worth in New York. That was an absurdity on its face. But the New
York Exchange quotations then were away below the parity, away be-
low the price of spots. Therefore the intermediate man said: “ I have
got to ask you 110 points on New York.” I agreed to pay 110 points
on New York for those 5,000 bales, Futures were 9.00. E?l‘li‘:1t made the
spot cotton cost me 11 cents.

What hl{gpened? Bpot cotton advanced; and when my friend went
to deliver the t cotton to me he had to pay 12} cents for it in place
of 11 cents. What became of futures? Although spot cotton advanced

that I should be buylnFs cotton in Bouth Carolina and having to pa{,
ically

a cent and a balf, futures went down a quarter of a cent. What wa
the result? The man broke. He could ngt stand the strain. e h:g :
loss there. 'That was only one of many contracts he had. It was a
perngctlé legitimate sale.

e

HAIRMAN. D
himself? 0 you know whether he had attempted to protect

Mr. PARKER. Oh, yes; he bought futures.
Mg:‘{lht éutnm S 9.30. ; Fid tures. He had the futures. He
e CHAIRMAN. And he " went broke " because futu 0]

Mr. Pargrr. Futures went down and spots went up. P8 REy dowa

Mr. BEALL. He lost on both sides?

Mr. PARKER. He lost on both sides of the market: and that s con-
stantly happening. I say to you as a spinner to-day that I do not care

ow strong an intermediate man may be; I do not care whether it is

Geo_rge H. McFadden or not; I do not care how strong he is; it is al-
ways a serious question with me, when I buy up spot cotton from the
intermedlate man, as to whether he will be able to stand the strain of
the differences existing between spots and futures. * #* #*

Now, take a case, Mr. Luver, where I have bought 1,000 bales of
cotton from the intermediate dealer. I have bought it at the price of
New York futurosbwe will say. He agrees to :egll me, at May quota-
tions, a thousand bales of cotfon for delivery in March, April, or May.
He bhas not got the cotton there. He buys the futures. He imme-
diately becomes interested in the sustenance of those futures. Ile
wants to see fulures at least sustained on a parity with spots. Su

futures go down. The minute futures go down he has a loss K
is foture transaction. He is going to make that good by trying to
force spot cotton down correspondingly. And there Is one very serious
effect that the fluctuation of futures has on spots. The very minute
the intermedlate man who has sold me cotton buys futures he becomes
a bear on the market, especially if the futures decline, because he has a
loss on his futures. In order to save himself from that loss he is try-
ing to force a corresponding decline in spot cotton, and it Is futurés
which in the end fix the price of spot cotton, * *= ®

Now, gentlemen, so far as I am concerned, that is all T have to say
as representing myself as a large consumer of cotton. I feel that the
exchanges to-day, as now operated, are not of advantage to the con-
sumer of cotton. I am satisfied they are not of advantage to the pro-
ducer of cotton. Notwithstanding the most illustrative reports of the
Government officlals, notwithstanding the earnest protests of the mill-
men who are the consumers, and notwithstanding the protests of the
producers, it seems impossible to make our friends on the exchanges
realize the justicc and falrness of our complaint. The complaint, T feel,
is just and falr. I feel, therefore, that the only way in which we can
hope for relief is through Government action, Ify the Government,
sReaklng through your committee, feels that the effect of these ex-
changes is unfortunate for trade, that their effect fa to depress the
value of the product of the producer, that the effect is to disorganize
the business of the manofacturer, and that the result of that is specn-
lation, and that these exchanges, through the rules that they adopt,
favor speculation—I say If your committee feels that—I feel that we
as consumers of cotton and my friends as producers of cotton have a
:Ight .tu .coree here together and ask for action from your commit-

Just allow me to say (and I am sure my farmer friends will
agree with me in this) that my fight and their fight lies in educat-
ing our farmer friends to properly warehouse their cotton as yon do
your wheat in the West and market it gradually during the "season
rather than to take and put it all on the market at one time. * # =

Q. What effect, in your judgment, would it have If the Liverpool
Cotton Exchange were the only cotton exchange in the world to dictate
the price of cotton?

Mr. PArRgER. My information—I have never traded on the Liverpool
Hxchange on the spot—Iis that the speculative feature of the Liverpool
Exchange is almost altogether from Amerieca; that the Liverpool Ex-
change is used very little for speculation by the Englishmen ; that it Is
America that speculates on Liverpool to bring Liverpool up or down to
the American exchanges. L e

I think that if the Liverpool Exchange were the only one, un-
questionably a certain amount of speculation which is mnow done
on the New York and New Orleans exchanges wounld be transferred to
Liverpool. And if the effect of that speculation on New York and
New Orleans is—as I think it is—to depress the market, I think it
wonld have the same effect on the Liverpool Exchange; it would have
a depressing effect. But, at the same time, I think no condition could
arise under which the crop would be sold over, as now, 20 or 30 or 40
times a year on the New York and Liverpool exchanges. I think the
?mount of g]:ecq_mtlon would be infinitesimal compared with what it
8 MOW.

Mr. BornesoN. Itight on that point, Is it not a fact that the farmers'
organizations throughout the South are now adopting means to ware-
house their own cotton? Are they not building up a system of ware-
houses all through the cotton section?

» Mr. PArgEgR. I consider that the farmers' organizations in the South
have been of the greatest assistance in the maintenance of prices; and
I think the method you suggest is one of the means that they have
adopted and have properly adopted. * * *

r. LEvER. What would be the ultimate effect on producer and
spinner of the abolition of the exchanges in this country?

Mr. PargER. It would revolutionize, of course, the character of the
present business. 1 would not sell ahead, as I now do, covering on the
exchange, without having made absolute purchases of my cotton—spot
cotton.  But it would not effect me in my sales ahead. I would have
to readjust my business, and I would readjust It and buy the spot
cotton, put it {n my warehouse, and carry it. * * @

Mr. vER. There would be no difficulty, then, In readjusting your
business so as to meet it?

Mr. Parker. I do not think so; no sle. I do not think so. I have
regretted exceedingly to have a condition arise where I felt that the
exchanges had to be abolished. But I do eay that if the exchanges
do not respond to this just demand, then there is uotht:jg to do except
to regulate them. I do say that they have not res%ond , and, judglnﬁ

he future. * *

from the past, I can not hope that they will do so In
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I think that if the effect of do a with the exchanges would
be to have ware tomkeéu“ﬁﬁllthem it would be

worth many, many times any possible harm that would eome from
the abolition of the exchanges. U too many of our
planters now let their out in the wea t through the

coiton stay
winter and do not warchouse it. If, by the abolition

we could force them to a condition where they would warehouse
cotton, it would be the best thing in the worid for all of
ested In cotton.

0#‘;8“". But it is a fact that there are warehouses fo take care of
[ now.

Mr, Parier. There are; and the most intelligent farmers are now
learning to avail themselves of them.

Q. Is it not a fact that during the last three years there have been
about 2.000 of them builty

Mr, Pagxer, Yes; there are & great many small warchouses being
built all aronnd.

The Cuarnman, Is it the practice of those warehouse companies
receive the cotton and charge so much a month for warehousing It?

Mr. Parxer., That is right.
The CHAIRMAN. Or do they advance a certain portion of tn.ﬁahe?

Mr. Parger. There are different methods
for the storage, Some make an advance npon it directly. The gen-
eral method, though, Is that they give a warehouse to the
of the warehouse
it is needed. and

meeem'mdm“ t“!mﬁukﬁgg&a
T 5 at cotton w un
in the banks at a reasonable rate of
ink Mr, Burleson will bear me

the recelpt can be hypothecated
interest, the effect has been (and I th

out) that in the last three years the rates of interest on col-
in the South, 1 have been able,

seasom as low as %D&l‘ cent,
per cent,
Mr. Parker knows exactly what he is talking about. His
statements represent his actual experience, not only as the most
extensive cotton sphmner in the South but as president of a
national organization that embraces in its membership a thou-
sand spinners who are actively engaged in the business of man-
ufacturing cotton. His statements are entirely in harmony with
the information that anyone can derive from other perfectly
authentic sources. In fact, what he says is common kEnowledge
among those who nre informed about the business. In addition
to the testimony given by Alr. Parker before the House Com-
mittee on Agriculture, he testified before the Senate Committee
to Investigate Wages and Cost of Commodities on the 14th of
May, 1910, and I make further extract from his testimony then
given, volume 2, page 947. The vice of the whole future-gain-
bling system, as it exerts itself on the legitimate manufacturer
of cotton, was uncovered by a single question propounded by the
senior Senator from Utah [Mr. S8moot], noted everywhere for
the hard, practical sense which characterizes his consideration
of every commercial gquestion., The following is the statement
made by Mr. Parker in answer to the questions propounded by
Senator Suoor and Senator CRAWFORD:

EYSTEM FORCES EVERYONE TO BRECOME A SPECULATOR.

Senator 8MooT. Then it resolves itself right down to this, thl.tdgl{w
onrself are going to deal In futures in goods, you have got to in
{utum in cotton

Mr. Parkgr. I agree with you on that. 5

Senator CRAWFORD. ¥You make the best moneiv on your keenness in
ju ent in making contracts for the future sale and delivery of your
goods ; isn't that true?

Mr. Parkrr, 1 will tell you that 1 think speculating in cotton is doing
more trouble than anything else. If the present con ns are to be con-
tinoed, then 1 tell you I am not a legitimate business man or a manu-
facturer, but I am a,speculator.

It is mot a possibility for any cotton dealer nor for any manu-
facturer to maintain his distinct attitude as such in his business
as long as the New York Cotton Exchange is permitted to carry
on the business in which it is now engaged. Mr. Parker dis-
tinctly admits as mueh, and what he has admitted can be estab-
lished by every other person engaged as he is in an effort to
confine himself exclusively to the legitimate business of manun-
facturing cotton. The process by which this cemmercial outlaw
is practicing its impositions upon the great cotton industry is
the result of growth and evolution. The wit of no one man was
ever sufficiently perverted to invent any such scheme in a day.
Every time something new in the line of vitiated ingenuity has
been brought te the surface by an actual transaction it has been
concreted to the laws of the New York Ootton Exchange. In
addition to giving the seller the option, the laws of the exchange
do not require him to deliver merchantable grades of cotton, but,
to the contrary, encourages him to a course of virtual frand
upon his contract by giving to him the privilege of delivering
cotton wholly unsuited to purposes and use by any spinner.
The buyer is still further handicapped and penalized by being
required to accept only certificated cotton; that is to say, cotton

which has been arranged to serve the ultimate parpose of the | factor

exchange of deterring any deliveries at all. In support of my
assertion that cotton intended to be delivered to those who sub-

seribe to the rules of the gambling game sufficiently to manifest
a willingness to accept deliveries are delibera circamvented

tely
by what is permitted by the rules of the exchange, I submit the

following extracts from Herbert Knox Smith's report on cotton
exchanges, on the pages indicated:
Herbert Knox Smith's report, parts 2 and 3, page 156:

From varions statements made to Tepresemtatives of the bureau,
however, it appears renm:h;p' certain the privilege of undu—m%
a uumeﬂmwmmamtbmt of grades In the New York market has a

- where
certain sellers who :mna“}:ﬂﬁht a mill :na‘:st a?)lc to umenfielzf:‘:ﬂgm
said to have made a special point of tendering a grade of cotton not
adapted to the regquirements of the mill in guestion. * * =

As u matter of faet, no large amount of time was spent in investi-
ct'ns“tu.th;“ &-g_e Hct.ﬂt intent or motive, for the
mixed as to be objectionable. The fact of this condition vums"fm:i.i
v et rsponaibit dor 15, e onporbunty I Sl spes for sioes
of this privilege in either the Ne:p ork or the CN?; yotr' eo.nso;m.ﬁ'z

The long and the short of the whole business is that the
New York Cotton Exchange and its New Orleans parasite as
well are engaged in a systematically organized raid upon the
prosperity of those engaged in the cotten-producing business.
The members of the New York Exchange exact a charge in the
way of brokerage fees from its victims and its involuntary
coconspirators, the spinners, of at least $10,000.000 a year
for transactions on its floors. Up to 1907 it was possible to
get authentic information concerning the amount of phantom
cotton bought and sold on that exchange. Since that time
no reliable information can possibly be obtained. Instances
have occurred where prominent members of the exchange were
interrogated on oath as to the extent of these operations there,
and they have invariably answered that they knew nothing about
the matter, no record thereof being kept. By a process of com-
parison it has been indicated as a fairly justifiable estimate
that the transactions there exceed the amount of the actual
cotton crop produced from ten to twenty times. A conservative
estimate would be that the transactions on that exchange
amount to 100.000,000 bales of future cotton, where the crop
of actual cotton will not exceed 15,000,000 bales, and that the
fees paid to the brokers for these transactions will amount
nominally to $15,000,000 annually, but when we make deductions
therefrom for that part of the business known as * wash sales,”
which are collusively made between the members of the ex-
change for the purpose of creating market guotations to serve
some prearranged corner or raid, it can reasonably be assumed
that the amount of money taken as brokerage fees from non-
members who deal on that exchange easily amounts to
§10,000,000 annunally. A “wash sale” is one made by one
member to another who, either directly or indirectly, during
the day sells back to the member from whom he bought an
equal amount of cotton. If implies collusion, and many times
is resorted to to circumvent some specunlator or investor not
a party to the deal. The amount taken from pure speculators
or gamblers amounts to $75.000,000 a year according to esti-
mates. In eommection with this matter of the extent to which
future deals are made on the New York Cetton Exchange, I
submit the following extract from Herbert Knox Smith's
report in a table given at page 273, parts 4 and 5

As a possible explanation for this, and a justification for it, as
nearly as it can be justified or explained, I submit the following
extract from Mr. Smith's report, at the pages indicated :

The extent of hedgi can only be estimated; op

volume vary widely. tes obtained by the bureau of the annnal
total of b transactions in the New York, New Orleans, and Liver-
bined range all the way from 26,000, bales or less

to more than 000 bales. An !:q?orter at Orlesns estima:
that a 13,000, crop would easily -furnish 26,000,000 bales of

estimated that mmmm:ﬁ lll::ﬂgins ti:g. i tm i

a OPEra! in markets
in the season of 1906 was about 1 y G

of total of futu ing was

in and smallest in New York. Other merchants inter-
ma-umnmm:umtm cotton is h all the
from one to five times. As h eventually means both a sale
and a purchase, every hedge counts in the total of futuve transac-
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tious ; that is, if 13,000,000 bales of cotton were hedged once this would
uinlmntely contribute 26,000,000 bales to the total of future transac-
tions.

Whatever the volume of hedging transactions proper may be, there
can be no doubt that future trading is largely made up of what are
commonly regarded as surely speculative—though not necessarily gam-
bling—transactions, and that without such operations on an extensive
scale the future market would be impracticable. The best evidence of
this is the rc{oeated failure of attempts to establish organized future
trading in cotton in markets where speculation was practically absent.
Thus, In the season of 1006-T an attempt was made to establish future
trading in cotton at Mem%hls, but the movement fell flat from the start,
chiefly owling to the fact that there was no speculative business. Similar
attempts have been made on the Moblle, Savannah, and Galveston Cotton
Exchanges, but in every case without success. In all of these markets
there are merchants who employ buying and selling
g0 that this feature of the business was not lacking.

It is true that transactions in future contracts on either the New

York or the New Orleans Cotton Exchange in any year ordluuilg repre-
sent a volume of cotton vastly greater than the total crop. It Is not
unlikely that the combined transactions in futures on the two exchanges
in rom® years represent 10 tlmes the volume of the crop. The greater
volume of transactions is due, in part of course, to the fact that con-
tracts repeatedly change hands during the period from the time that
they are entered into until the date of maturity (p. 268).
. The cotton-exchange interests insist that if the pending
amendment shall become law the business of dealing in cotton
for future delivery on the exchanges of the country will cezse.
The logic of that statement is that, unless the so-called specu-
lative, or gambling, element is allowed to make money illegiti-
mately, the so-called hedging branch of the business will be
discontinued. In Mr. Smith’s report on cotton exchanges, at
page 161, this observation occurs:

The chief reason for a future system is that it renders some service
to the trade. If the future system consisted merely in the exchanging
of contracts between speculators, without conferring some benefit upon
trade as a whole, an exchange would have no right to exist. No matter
how correctly such speculators might judge crop conditions and forecast
prices, if their operations did not confer some advantage upon the trade
and the community at large, an exchange under such conditions would
be little more than a gambling place. -

GAMBLING NOT TO BE DEFENDED.

The indefensible doctrine is thus declared that a wholly
vicious business must be permitted to continue if, by indirection,
some goed or profit shall result to a small number in the com-
munify., The rule is, you must so use your own that no harm
to others do. It is not true that when the character of the work
done on the cotton exchanges is wrong and oppressive to a class
of persous, that this wrong should be allowed to continue be-
cause, in some remote way, some one Las been alle {) make
such terms with those in control as will minimize his losses due
to the commercial disorder produced by them. The fact of the
business is, from the very first page to the very last of this very
able and exhaustive report made by the Commissioner of Cor-
porations, there is an arraignment of the cotton exchanges and
their present methods of doing business. The admonition has
been repeatedly given that they must change their methods or
else they must expect to be dealt with as others are who
habitually violate the laws by which society is maintained.

The report has now been before the public for more than five
years and no changes have been made in their methods, and the
New York exchange solemnly insists that no changes can be
made and its essential purpose preserved. They contend that
the exchanges are not places where cotton is bought and sold.
They simply deal in the element of price, naturally or artificially
produced. The institution has nothing whatever to do with the
handing of actual totton or its manufacture. It is an interfer-
ence with its plans to even talk about the actual delivery of
cotton. They deal with it in its theoretical and not in its prac-
tical aspect. They fix the price to suit themselves when they
can create conditions by invoking the combined powers of the
organization. Sometimes they operate in the interest of the
spinners, and sometimes they will buy or sell for a well-organ-
jized and gigantic clique of cotton-exchange members and their
allies in opposition to the spinners. The producers are never
consulted. They never appear there. They have no voice in
what is taking place and no notice that it will take place. The
fluctuations are so rapid there that the local buyers with whom
the actual producers deal, especially the small producers, are
constantly perplexed by this artificial activity, and in order to
be on the safe side the first-hand buyers from the small pro-
ducers must give themselves the benefit of this uncertainty by
a reduced offer. The larger dealers may keep themselves closely
in touch with what is going on in the New York Cotton Ex-
change, but it is not true with the scattered and disorganized
producers and small buyers at interior points, where probably
the greater part of the cotton is marketed. The vice of the
whole system is directed against the small producer and the
small dealer, who have no cotton-exchange connections or means
by which they can protect themselves even if they did. The
whole trend of modern progressive action is to help the fellow
at the bottom and to make it easier for the man who is willing

he;dgeg eitenslvely.

to work to do so in such a way as will bring to him a fair part
of the value he produces. All of our modern legislation is char-
aclerized by this enlightened purpose and policy. The cotton
growers of the South should not be the only victims whose
wrongs shall pass unnoticed.

The representatives of the cotton exchanges in the discussion
of this subject imply that they are the guardians of the cotton
raisers of the South; that, in fact, if it were not for them there
would be no market for cotton and that the whole business
would fall into disuse and demoralization. Such a contention is
grotesque and would excite mirth if it did not relate to a sub-
ject so serious. The South is about as independent in its
commercial relations as any part of this country, and if it
shall only have fair play in the framing of the laws of this
country it will excel in commercial and industrial progress
and power any other section of the land. Its industries and its
activities are not dependent upon any measure of bounty doled
out to it by 450 cotton gamblers in New York. There is a grow-
ing independence manifest in all inds of commerecial employ-
ment all over the South. There is not a State in which cotton
is grown that does not possess sufficient banking facilities to
take care of every bale of cotton produced in that State. It
is the foundation industry of them all, and its beneficent ef-
fect runs into every channel of trade and affects every calling.
Everybody’s business depends upon it, and everybody locally
concerned is interested in seeing that the great staple is per-
mitted to sell on its own merits and to bring into thz section
where it was produced its real value. The spot-cotton busi-
ness is now carried on upon a perfectly satisfactory and inde-
pendent basis, and this wholesome condition is increasing in
strength and usefulness all the time. The last 10 years have
been years of prosperity in the southern cotton-growing section.
Even now there is a very large number of farmers who are
sufficiently financially independent to be consulted in the nego-
tiation before they part with their cotton. This is not only
due to the bettered financial condition of the farmers, but be-
cause they understand better than they ever did before the
conditions that surround them. They, therefore, are but slightly
alarmed about the threat of the exchanges that they will per-
mit the business to drop into hopeless demoralization if they
are not permitted to rob the industry annually out of
$100,000,000. Many of these cotion-exchange impositions are
such as to increase the price that the consumer pays without
giving to the producer his proper share of what the consumer
pays, produced by abnormal market arrangements. Existing
conditions show their evil effects in a course of dealing that
requires that the price must be higher after the cotton las
passed out of the hands of the producer into the hands of
some middleman. I submit a table here which presents as strik-
ingly as anything can the necessity for a more rational system
of marketing:

Comparison of autumnal low price for cotfon and subsequent high price for 12 seasona.
( Cotlon season commences Sept. 1.)
[As shown by quoted value middling cotton, New York.]

Season. Price, = Date. Variation.
.. Cenls.
10012 Autamnal low Erice, 7.80 cents. ..........| November, 1901..
--+-|\Subsequent high price, 9.80 cents.........| April, 1002, . ... ... 2.00
1902-3 Autumnal low ﬁrﬂ:e, 8. el
----\8ubsequent high price, 5.20
1 Autumnal low price, 9. -
903-4....  Subsequent high price, 7.7
1904-5 |/Antumnal low price, 6. -
R
utomnal low price, 9. -
19.95'6 Subsequent hig/ ce, 2.7
1006-7 '‘Autumnal low price, 9. 2.05
==++l{Bubsequent h ce, 13.55 cents. =
1007-8 Autumnal low gl' ce, 10.60 cents. .. 1.60
=+=|\Subsequent high price, 12.20 cents i
1008-9 Autumnal low price, 8 cents. .. ... i3
----1\Subsequent high price, 13.15 cents. i
1006-10 Automnal h‘.m?]{:l ce, 12.40 cents. . %35
-=*|\8ubsequent high price, 10.75 cents .
191011 Autumnal low price, 13.60 cents. .. 2.55
==-\8ubsequent Frlce, 16.15 cents. =3
1011-12 Autumnal low price, 9.20cents........... 490
==*(\8ubsequent hig! ice, 13.40 cents. Ciae e
1012-13 Autumnal low 10.75 cents. . . s 2.63
=--{\Subsequent hig prf‘ee, 13.40 cents........ d
12)48. 70
Average variation between high and low extremes ................. 403

The average variation between the antumnal low price and subsequent
high price is 4.05 cents per pound, equal to $20 per bale. Assuming
that one-half of this could be saved by gradual marketing, the resulting
galn to the cotton growers of the South would be $10 per bale. On the
present average crop of 15,000,000 bales this would be the equivalent
of $150,000,000 a year.




1913.

.

CONGRESSIONAL RECORD—SENATE.

4013

T'his would not be an added tax on the consumer, for, aside from the
fact that two-thirds of the cotton crop is exported, it is probable that
the consumer now pays the average price of the season, and the differ-
ence between it and the minimum low price is the profit exacted by
the middleman for the theoretical risk of buying cotton when it must
be sold.

The discussion incident to the pendency of this amendment
has been valuable in more directions than one. It has at least
established the fact that the so-called hedging business car-
ried on by the exchanges is tolerated by them as a sort of in-
vestment in popularity. BEvery vicious and demoralizing busi-
ness must have some way by which it can at least attempt to
justify its existence and to protect itself against the force of an
aroused public opinion. In this particular instance the hedgers
and their friends perform this service for the room gamblers,
who counld not openly defend their part of the undertaking. So
completely is this true that it is now openly declared that the
source for funds to make hedges safely is the unprotected specu-
lator or actual gambler. In other words, the exchange will not
carry on the hedging business unless it is also permitted to
carry on the gambling business. In this connection I quote a
statement from a very plausible and able paper on the general
subject prepared by Mr. William B. Thompson, late president of
the New ‘Orleans Cotton Exchange, and dated July 21, 1913:

NO GAMBLING, NO HEDGING.

The source of the supply of hedge contracts is speculation (gam-
bling). Traders with different views as to the future course of prices
meet in the future market and either in person or through brokers
From this nucleus the broad hedging market
develops. It is gquite true, as has been alleged, that the hcrggln non-
speculative contracts constitute the bulk of the trading in the future
market, and that through the meeting of many such traders it often
happens that by transfer and exchange both parties to the contract
are nonspeculative hedge traders, but the fact remains that the basis
of the underwriting function is the risk assumed by the speculative—

Gambling—

division. If therefore speculation—

Gambling—
be eliminated from the future market, the basis of the hedging markef
is destroyed. So if you prohibit speculation—

Gambling—
the hedge market will suffer llkewise and there will be little or mno
revenue therefrom, .

The purpose of this amendment is to differentiate the two
classes. It is as probable as anything depending upon a future
contingency can be that the *‘ sucker,” “lamb,” or purely specu-
lative element will not pay 50 cents a bale for the privilege of
gambling, The ideal “sucker” on the cotton exchange is the
one-or-two-dollar-a-bale-margin dealer. It is easy to get rid of
him by prearranged fluctuations, and thus get him out of the
way so that he will no longer be any trouble and have his mar-
gin entered on the books as a real profit in the transaction.
These fellows will not pay the tax and the commission when
there is a certainty that just an ordinary daily fluctuation will
leave them without an interest in the game. Without the possi-
bility of this accumulation of small margin dealers it is said
that the exchanges will not take upon themselves the risks inci-
dent to deals made by spinners and strong dealers.

These latter can easily keep their margins good until the
maturity of their plans, at least until the accomplishment or
failure of the purpose they have in view. The rules of the ex-
changes are so adjusted that they may be mulcted quite liberally,
but not to the extent that the ordinary inexpert speculator is,
this being the graceful term used to describe him after he has
been separated from his cash. I think the New York Cotton
Exchange is wholly bad and has no right to exist. There is not
the slightest possibility of its being a real service to the cotton
indusiry, and its longer continuance under present conditions
is detrimental in the highest degree to the people in whose
welfare it is both my duty and inclination to be interested.

The pernicious business has been assailed by so many people
and from so many quarters that its defenders have evolved a
highly technical and awe-inspiring phraseclogy with which they
project their alleged excuse for its existence before legislative
assemblies. They never attempt to justify their right to exist
before the public, for with them it is a case of “the public be
damned.” They ask nothing from the public except a crop of
“ guckers ” moderately well supplied with actual cash. To read
one of their printed arguments—and they are sometimes able
and very plausible—the average reader will get the same im-
pression that a Digger Indian would on hearing a Greek poem
recited. The people understand the effects, but they can not
instantly understand all of the plausible arguments advanced
in support of this business by their interested and subsidized
defenders. The fundamentals are not hard to understand
by those who are the victims., The cotton producers know
that before a single seed of the next cotton crop is planted that

L—262

offer to buy or sell.

scores of people who never saw the inside of a cotton field
assume to fix the price at which they guarantee, in the form of
contracts for future delivery, to deliver the whole of the next
cotton erop; and not only that one, but ten times the number of
bales that can possibly be produced and marketed. The farmer
who is to make the cotton is never consulted about the arrange-
ment and has no means of protecting himself against it. The
cotton spinner may, in a measure, protect himself against it by
paying tribute to the institution that has created this unwhole-
some condition. No matter what takes place, the farmer is at
the mercy at every turn in this unholy negotiation and without
any means of protecting himself. He is the only party inter-
ested in the transaction who is now clamoring for recognition
of the legitimate law of demand and supply. He is the only
real victim of the business. The spinners of the country are
an organized body and can treat as a unit with the other organ-
ized bodies, namely, the cotton exchanges, who are on occasion
their adversaries and at other times, to a greater or less degree,
their confederates. The farmer is never represented in the
affair, and the smaller farmers have no means whatever of know-
ing the influences that are at work against them. The existence
of this condition has become all too well known. While there
may be difference of opinion as to the best method of getting
rid of it, there is no one engaged in the cotton-producing busi-
ness that is ignorant of its effects. That part of the community
is a unit against the continuation of the system. The time has
arrived when this business must cease if justice is to be done to
that great body of our toiling citizens who produce this great
and all-important commodity.

These cotton exchanges have been warned to change their
methods so as to bring them somewhat into harmony with the
enlightened sense of justice of the present day, and they have
insolently disregarded all of these warnings, because the busi-
ness, as they have planned it, can not be conducted on any prin-
ciple which recognizes justice to the producer. This warning
has been given to these exchanges by every legislature in the
cotton-growing States except two; by the often repeated pro-
tests of the spinners’ organizations of the country; by the
united and earnest protest of every farmers’ organization in the
countiry; by the repeated efforts that have been made in Con-
gress from time to time to reform the business or put an end
to it; by every chapter and every section in the elaborate and
able report of Herbert Knox Smith, Commissioner of Corpora-
tions, on cotton exchanges; and, again, by the specific and defi-
nite obligation laid upon the members of the dominant party in
the present Congress by the platform adopted at Baltimore last
summer, in which that party pledged itself to be active in aid of
agriculture, and as a means to this end urged Congress to pass
laws that will effectually destroy gambling in agricultural prod-
vets. I had the honor of offering this provision in the commit-
tee which incorporated it in the platform as reported and
adopted. None of the admonitions have been heeded to the
slightest extent. The fact of the business is, the exchanges have
lost the power of self-correction of the evil. They have sinned
away their day of grace. The hour for their destruction is at
hand, and the only power that can deal effectively with them is
the Congress of the United States in the exercise of the taxing
power authorized by our Constitution. When the Hatch anti-
option bill came so =ear passing Congress in the Fifty-third
Congress a widespread movement for reform was agitated
among the cotton-exchange membership themselves. Quite a
show of virtuous dissatisfaction with existing evils and a de-
termination to reform them was then made, but when that biil
met with defeat in the House of Representatives we heard no
more about changes in the system. Conditions have been grow-
ing steadily worse instead of better. As an indieation of the ex-
tent to which the New York Cotton Exchange was willing to go
in modifying its .methods rather than to take the chance of pro-
hibitory legislation under the taxing power, I call attention to
the following quotation from Report on Cotton Exchanges, to
which I have made such frequent reference, on page 191 :

The adopticn of such a clause has been advocated for many years.
In 1892 and 1893, when the so-called Hatch antioption bill was before
Congress. a determined cffort was made by many cotton interests to
secure the adoption of such a clause, its advocates taking advantage of
the uncasiness in exchange circles over the Hatch bill to press their
claims. On Janoary 24, 1891, the 8t. Louis Cotton Exchange passed
resolutions addressed to the New York Cotton Exchange urging the
adoption of the low-middling clause. Nothing substantial appears to
have resulted from this agitation. Opposition to the Hateh anti-
option bill became more and more vigorous, until the measure finally
failed to pass; and with this danger out of the way the two cotton
exchanges became more indifferent to this agitation for a modification
of the contract.

This action presents a repetition of the situation described in
the old saying:

When the devil was sick, the devil a saint would be;
But when the devil got well, the devil a saint was he.
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Why shonld this business continne longer? The spinners say
they are epposed te it, and every representative authorized to
speak for the organized farmers of the country say they are
opposed to it. The farmers have presenied their attitnde in re-
gard to it in fhe form. of an authorized statement by a repre- |
sentative of theirs sent here for the purpose, as will be seen from
the following extracts of the testimony -of Hen. T. J. Brooks, of |
Atwood, Tenn., who is a preminent officer of the Farmers'
Union of the United States. His testimony was given before the
Cominittee on Agriculture in the Housc of Representatives on
the 9th of February, 1910. His statement on that oceasion is
comprehensive sind able, and his arguments against the longer
existence of these exchanges are as concise and forcible as can |
be found anywhere. A perusal of his statement in fail will com- |
pensate the time required to do so. At this point I present |
somewhat extended extracts from that statement:

TESTIMONY OF MR. BROOKS,

If the hedging business was confined to the actusl number of bales
of cotton raised and sold, 1 doubt if it 'would have atiracted such wide-
gpread attewtion. As only a certain part of each cebtton crep is ac
<covered by hedges by these who handle the spot cotton, it
only that.fer cent of each year's crop can be le
this would limit each wyear's options to som
5,000,000 bales, or s 6, 000
could not exceed the mumber of
it seems that the most reliable figures that we cam obtain
100,000,000 bales are bought and seld on the e wof this
every year, so that they can ‘be called actoal cotton exchanges,
but are more option exchanges than cotton exchanges. * * *

All we would ask is te give the normal operation of the law of supply
and demand full sway. Let that help who it will or be to the detriment
of who it will, it Is justice. That is honesty, that is ﬁmty. and we
think to demand more Is wrong, and we th io be sa with less
is cowardice. We see no excuse for anyone, even though be be a farmer
wanting the hedging business to go -on, if it pnts moeney im his pocket
at the expense of somel eclse who gets mo eguivalent. W,
nothing but equity, if we know ourselves, and we would
instant advoeate the continuance of this system if we thought it puat
¥ in our by rebbing somebody else of that additional price
that we miriht obtain, You cen not make that teo positive on our side.

© want
net for ome

We are perfectly willing to take the results, the consegoences, of abol-
ishin e futures, and the va solicitude that may be offered b
our friends on the other side will th.hj

not be appreciated, if they

that they are simply in the business for onr bencit. * * *
I am not discussing this from the standpoint of the conmsumers or
manufactuvers or f{armers, but frem the standpoint ef all, those

who are in the manufacturing , some of them, have ex d

themselves just as fOrmly on the side that is not necessary for their

business as any farmer . Even Mr. McCall ex-president of the

New England Manufscturers' on, testified before this commit-

tee of the previeus Congress that thomsands and thousands of spimmers |

did not hedge at all. 1 heard Mr. Coates, whe comntrols ©,000,000

spindles, befere the International © ss of Spinners and Cotton

Gprwm. in October, 1907, say that 97 per cent of &t was evil, and
that if that eould mot be climinnted you had better destroy the ewvil.
Ag a rule, it is claimed that investors in fotures are from the -ceiton
belt. is fhrews the manipulaters of the exchanges om the Dear side
as o natural consequence, se that the professionals must load down the
mr.get :mtél ihe bulls are frozen out and the margins are cap-
turad.

: We want to say that the loeal buyer does meot furmish a market for
the cotton farmer;: the wholesale heavy cotten merchant and exporter
does mot furnish a market; the er does met furmish a market;
the jobber that buys from the spinner does mot furnish a market ;
merchants of the world #o not furnigsh a market. Then who does?
“There is but one answer, the 1,500.000.000 citizens -of this earth who
consume eotton goods furnish all the market that there is to it, and
they will continue to wear cotton and buy cotton goods regardless
of whether anybody deals in futures or not, and that market will e
constant as long as the buman race wants that article.

They are not ﬁoinr;i to sit down and gquit business because somebody |
can not gamble prices ; they are going to go te the sources -of supply
and get their cotton, wnd the farmers are willing to take the conse-
quences of yeur pmhihlting ﬁnmhilng in prices; we are willing to take |
&e consequences, We are willing to risk the results, and we want it.

The epposition te this business is world-wide. As -evidence
of this I call attention to two extracts., taken from author-
ized and reputable sounces, which reflect the state of sentiment
in England. England is not a grower of cotton to any extent
comparable to our capacity as a producer of that staple. The
Liverpool Cotton Exchange is a buyer's proposition. Its mech-
anism is adjusted to promote their interest, and its management
is under their control. It does net encourage speculation, and
this feature does not form a very considerable part of the busi-
ness carried on there. The greater part of the speculative busi-
ness carried on in the Liverpool Cotton Hxchange, as will be
observed from the testimony of Mr. Parker, to which I have’
heretofore referred. are transactions in which American specu-
lators are interested. So it seems the gambling business even
there is carried on by American speculators for the purpose of
bringing the Liverpool market in futures to the American ex- |
change level. The grades there deliverable on future contracts
are limited to four, and the cost, in the way of brokerage and
other fees, is about double what it is in this country. The Ger-
man manufacturers carry on the business of manufacturing
cotton without the aid of any future-contract dealing. German

cotton merchants buy large quantities of actual cotton, which |
is placed in warehouses and sold to spinners as their wants
demand it. I here call attention to the two extracts referred to.

{ that the spinmers of this

The first one is a paragraph from a very exhausivearticle on

the subject of dealing in futures
pared by Prof. 8, J. Chapman, M,
Statistical Society in London en

an extended and most scientific discussion of the subject with
this dbservation :
Finally, the reader must be - ed that
can be mmmmﬁmim%&mﬁzﬁtgs
were et used, be advants, 2 te emple;
futures™ to facilitate the shifting risks even th distnrbeg
gtedm‘.l? g‘:::sm‘ ﬂegree.w mmsmb‘!tc ¥y eoncerned wo be bene-
market could be Drevented, we foel o Sowbt . . LUmPering with the
1 also call attention to the following extract taken from the
arficle en ecotten exchanges in the Eneyclopmdia Brittaniea,
eleventh edition, page 245. The article is a very exhaustive and
able one, dealing with the subject in many of its aspects as the
same relate to the cotton market in England. Its observations
do not include what is taking place in our country. 1 present

not
of

| it simply for the purpose of showing what the cotton exchange,
tunlly | in its best aspect as an institution for the purpose of promoting
| the welfare of a cotton-consnming constituency, is an institution
| whose operations reveal a

growing unsteadiness in the price
quotations of cotton : .

The outcome of the whole matter is that the investizator s still
bafiled in his attempt to discover what effect the use of ™ futures” is
having on prices te-day. The sole piece of evidence from which rellable

conclusions may be drawn is that te measu ts of
{ price fluctuations over some 40 years reveal a growing wmsteadiness
| of iate, whether they be ntely or of

price. (Cotten—Encyclopedia Brittanica, 11th ed., gfazn.;

It is preper to say in cencluding this feature of these remarks
country very relnctantly engage in the
buying and selling of futures for hedging pun:;aes. %‘:ﬂy of
them condemn the business as 'strongly as do the body of pro-
ducers. Mr. McCall, the former president of the National Asso-
ciation of Cotton Spinners, is reported in the statement of Mr.
Brooks as saying that a very large percentage of spimners who
,are members of his organization do not deal in futures; and Mr.
Coates, representative of one of the greatest spinning organiza-
tions in the country, said that 97 per cent of the business of
dealing in futures is bad.

It is worth while to remark in passing from fthis feature ef
the discussion that dealers and manufacturers of commodities
for the sale of which organized exchanges exist are the only
ones who require for their preper protection the right to hedge
the risks inecident to the business, Even a superficial knowledge
of the structure and operations of the exchange and its methods
discloses unmistakably that if there were mot any such there
would be no apparent necessity for hedging. What the legifi-
mate dealer intends to do when he hedgzes is to proteet himself
against the abnormal and fabricated risks of his business, The
exchange produces fhe necessity for the hedging and is not
called into existence in response to a demand for legitimate

| protection of this kind. The promoters of these exchanges con-

trive with an inspired ingenuity in selecting as the field for
their best success the agricultural community. "The scattered
and unorganized producers of these produets form but a fedble
adversary in the commercial warfare which it is the function
of these institutions to wage in the hope of reaping a profit
from these who must pay to escape their ravages. No hedging
is required in the case of wool, bay, iron, eggs, lumber, and a
variety of other commodities of equal or nearly 18 great valne
as the cotton crop itself. The pending amendment is manifestly
one where the object is to equalize the forces of society when
unfairly or dishonestly deranged. 1 think a case is made where
such relief should be extended.

I have attempted to do this by offering the pending amend-
ment. The structural propositions of this amendment are net
numerous nor hard to understand. In the first place, it em-
ploys the taxing power to mecomplish the purpose designed.
in my humble opinion the effect of the operatiom of it, if
adopted, will be to at once so completely deter the purely specu-
lative or gambling element as to exclude them from the ex-
changes. It will prevent many fictitious and fabricated quota-
tions. That part of the patrons of the exchange who resort to
its floor for so-called protectien will find themselves relieved
greatly by being exempted from the intrigues that are invented
and applied primarily to emtrap the “sucker™ or “lamb™ ele-
ment of the speculators. If this does not entirely relieve the
dealers and manufacturers from the necessity of seeking pro-
tection by hedging, they will not be greatly oppressed by the
payment of the comparatively small tax to secure financial
commitments involved in their forward-delivery contracts. In
the course of time the evolutionary forces of the newly ereabed
gitnation will demonstrate the fact that the exchanges can mot
exist without the profits derived from the purely gambling ele-
ment, and will therefore leave with the dealers and spinners
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the task of otherwise providing themselves with protection
against the ordinary risks of their business. And the process
of supervision will be a wholesome one and will give to the
agencies of publicity a knowledge of that business and its
methods that has heretofore been impossible of ascertainment.
It is not an unwarranted prediction to say that the spinners
and dealers may find that their business, once freed from the
menace of this piratical organization, is no more uncertain than
are the risks of commerce generally, and that, therefore, no
hedging or other form of protection is required.

If the foree of habit has become so strong that this sort of
collateral aid in conduecting their business is required, some sort
of mutual arrangement similar to the company organized by
the cotton spinners of the country to protect their plants
against fire may be the outcome. Some organization will take
the natural risk of the business, divested of the power to ma-
nipulate the price, which is the vicious and destructive power
of the exchange against which I am directing my efforts.
Already the spinners of New England have been discussing the
feasibility of establishing a cotton exchange in New England,
especially for spot cotton, to bring the planters and the spinners
nearer together, and to have fixed standards and grades and
sworn classers. We learn this from a communication which
Postmaster General Burleson when a Member of Congress
brought to the attention of the Committee on Agriculture at
the hearing before that committee which I have referred to
copiously in this address. .

The taxing power is the only power that can be exerted by
the National Government to aid in destroying the power for
evil of the cotton exchange, as I shall hereafter attempt to
show. Many of the old-school statesmen are averse to using
the taxing power for any purpose other than raising revenue
to be paid into the Treasury. The taxing power is one of the
most comprehensive and flexible powers of the Government.
It is the best means of regulation or suppression at its com-
mand, and has been frequently exercised for both purposes.
It has been employed to prevent State banks from issuing
notes to circulate money, and has been wrongfully employed,
as I think, to suppress the use of oleomargarine by the people.
However, this objection is not seriously urged against this
amendment, for the reason that it is among the probabilities
that for a time some revenue will be derived from its opera-
tion.

The amendment is directed against transactions Involving
the purchase or sale of contracts for the future delivery of
cotton executed on the organized exchanges of the country or
in accordance with their rules. It has no relation whatever to
contracts made by anyone outside of these exchanges and their
rules. Every person has a right to act independently on his
own behalf outside of such exchanges or their rules with any
other person for the purchase or sale of cotton for future de-
livery. The prohibitions of the bill are directed against the
contracts that obtain on the exchanges or are made in accord-
ance with their rules and system. KEven as to these, while the
tax is laid on all transactions for future delivery, provision is
made for refunding the tax where actual delivery of the cotton
described in the contract is made in good faith.

It is said by those who are opposed to any interference with
the present business of the cotton exchanges that this is an
attempt to legalize gambling. This statement is elther reck-
lessly made or is a mere means of expressing dissatisfaction
with the provision, for those who make it entirely overlook
the last section of the bill, which authorizes the several States
to penalize or tax the business in any wuy they may see proper
to do.

There is nothing original in the employment of the taxing
power in the pending amendment to accomplish the purpose
designed. It is a repetition of the effort made when the so-
called Hatch bill eame so near passing the Fifty-third Congress.
That bill provided a tax on the sales of cotton for future de-
livery of 5 cents per pound, or $25 a bale. It passed the
House of Representatives by a majority of more than 50, and
passed the Senate, after having been amended in several par-
ticulars calculated to make its operation more effective, by a
vote of 40 to 20.

When the bill in its amended form went back to the House,
it reached there at such a late day of the session that it was
impossible to consider it without a suspension of the rules,
which required a two-thirds vote. The vote to suspend the rules
and to take the bill up was disposed of in the House March 1,
1893, by an affirmative vote of 172 to a negative vote of 124,
lacking the necessary two-thirds. Thus the bill failed. I be-
leve it will not be out of place to say that every Senator and
Representative still in publie life voted in favor of the passage
of that bill with the exception of one. The Dill was supported

in the Senate by the following-named Senators who still honor
the Senate with their membership : Messrs. GALLINGER, PERKINS,
and WARREN, and the following-named Senators who, as Mem-
bers of the House of Representatives, supported the passage of
the bill: Messrs. BANKHEAD, CLARK of Wyoming, and SHIVELY.
The present Secretary of State, Mr. Bryan, was also among the
supporters of the measure. It was exhaustively discussed both
as to its policy and the constitutional power of Congress to pass
it by the ablest men that have ever been identified with con-
gressional life in this country. I have, therefore, simply bor-
rowed the principle of the amendment from the distinguished
Missouri Congressman, Mr. Hatch, who devoted 10 years of his
life in his efforts to bring relief to his fellow farmers from the
outrages perpetrated upon them by these gambling exchanges.

It is next objected to by the more aggressive and unreasonable
element who oppose the adoption of this amendment that the
tax will be collected from the farmers who produce cotton. The
statement would be quite as interesting, and far more instruc-
tive, if those who make use of it would indicate just how this is
to happen. In the first place, if the amendment works as its
operation is reasonably forecasted, there will be no tax to collect
from the pure speculators and gamblers, and in the course of a
short time none whatever will be collected from the spinners
and dealers who are resorting to the exchange for protection.
Besides, these learned analysts of economic forces admit too
much in making this assertion, when they concede that the only
function of Congress is merely to fix the amount of a tax, and
that this action can be supplemented by the New York Cotton
Exchange by selecting persons upon whom the tax is to rest,
for they thus disclose a very dangerous condition of affairs and
one that calls for very prompt and radical action by Congress
if they are correct in their conclusion. If there is in existence
a combination of individuals that can so pervert the taxing
power of this great Government, that fact ought to be known.
If it is true that this particular tax can, by some process known
to the cotton exchange, be transferred to the producers of cot-
ton, even if the tax is never paid, then it is proper to ask if
they are not now imposing upon the cotton producers of the
country more than $10,000,000 that they annually collect for
brokerage fees for transactions on the exchange. If these con-
cerns can transfer the tax levied under national authority for
revenue purposes, why can not they also transfer the tax levied
by themselves on the commodity in the exercise of their gam-
bling power? If the cotton-exchange gambling power is superior
to the taxing power of the Naticnal Government, then this
occasion is a fortunate one, for it will afford the means of
making that fact known and demonstrating the result.

The statement is so broadly made as to be regarded as a
protest rather than a serious statement of opinion. In the
first place, out of a crop of 15,000,000 bales of cotton grown
10,000,000 are exported to be manufactured in foreign countries.
I assume that spinners of this country are not concerned in
hedging the part of the crop exported. The 5,000,000 bales that
remain are manufactured to the extent of more than half by
spinners whose financial strength renders them independent of
any condition that can be created by the cotton exchange. I
am wholly unable to discover how the tax on the cotton is to
be transferred to the farmers' bales from these fictitious or
phantom bales that are now sold by the gamblers by the million
bales, but will not be sold when this amendment becomes opera-
tive. The case is very largely like the tax levied on State bank
circulation and oleomargarine, which is not collected at all, and
is therefore not assessed against anyone. There is no revenue
collected from the tax on State bank circulation nor on oleo-
margarine, and there will be none on thege future gambling con-
tracts in cotton and very little from those who hedge.

Assuming that the effect of the adoption of the amendment
will be as forecasted, then what is to be our remedy for the mar-
ket readjustment of that which must follow? In the first place,
the cotton growers have been for several years engaged in pre-
paring themselves to become independent of existing market
conditions as largely as it is possible to do so. This purpose
has expressed itself in the erection of cooperative warehouses
and in the improvement of the local credits. A very large part
of the white farmers who grow cotton are virtually independent
at the present time, and through their organizations are con-
stantly becoming more so. The cooperative idea has taken a
firm hold on those engaged in that industry, and the definite
indications are that the progress of the movement will continue.
Then the banking facilities of the section are greater than ever
before, and as cotton is about the only product that involves the
exercise of the banking function to any great extent it neces-
sarily results that the banks are quite willing to assume their

new responsibilities created by any readjustment that may take-

place. The pending legislation relating to the currency question
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will increase the efficiency of the banking forces so far as these
are intended to serve the agricultural community. Any sug-
gestion that demoralization will result overlooks the collective
initiative of about one-third of the people of this Republie,
whose history and performances show that they excel in every
field of human effort in which they ever engaged. They know
the value of the cotton business to them, and they have finan-
cial strength enough to protect and improve it when the law
shall take away from them the handicap that it lmposes upon
them by the failure of the New York Legislature to do for them
what the legislatures of their own States have so promptly and
effectively done.

Another important feature in the reform method of vending
cotton will devolve increased activities upon the National Gov-
ernment. Already Congress has provided laws by which the
grades of cotton have been rationally and honestly standardized.
The weather service of the National Government is one of per-
fection as nearly as money and brains can make it, and this
has been specialized in connection with the cotton crop. The
most reliable reports that are now obtained concerning the
weather in this connection are obtained through national chan-
nels. There has recently been organized a Bureau of Market-
ing, whose activity and scope can be extended to impart in an-
thentic form reliable information concerning the growing crops
and the remnants of the former crops available to supply the
world’s demand. In fact, the National Government now sub-
stantially furnishes all the information that is legitimately re-
quired. Wherever improvements in this behalf can be supplied
by science and money the past policy of the Government justifies
the belief that these will be supplied in the fullest measure.

It has been one of the chief claims of the exchanges’ right to
exist that they have collected and disseminate just such infor-
mation as this. No pretense was made that it would ever be
done so thoroughly as is now being done by the Government,
and it is proper to say that there never was a time when those
who thought they knew what they were talking about believed
that it would be honestly disseminated. These reports and the
sources from which they were derived were the private prop-
erty of an organization protected from the scrutiny of others
by repeated judgments of the courts of the land. I have no
fear about what is to happen to the cotton crop when the de-
mand of the cotton farmers of the country is responded to and
the incubus of these cotton exchanges removed from the indus-
try. They are self-respecting and independent American citi-
zens, and they are perfectly willing to abide by the conse-
guences of any act of theirs deliberately taken. The assumed
guardianship of the cotton exchanges over their affairs is most
offensive to them, and they never permit an opportunity to pass
without expressing their resentment thereat,

I have said that the taxing power was the only way under
the Constitution of the United States to reach this evil. I
spoke advisedly and repeat that statement. Many plans of sup-
pression have been discussed from time to time which involved
the exercise of the power of Congress to regulate interstate
commerce. The belief was very general that this power was
completely adequate for the purpose intended. Among other
proposed bills relating to the subject, what is kmown as the
Scott bill was introduoced in the House of Representatives in
the Sixty-first Congress. It took its name from Mr. Scott, who
was chairman of the Committee on Agriculture in that body
during that session. Mr. Scott was then a Republican Member
of Congress from the State of Kansas. He placed the cotton
growers of the South under deep and lasting obligations to him
by the activity he displayed in his efforts to relieve them of the
impositions that were being wrongfully imposed upon them,
and it is a matter of some plessure to me now to make that
acknowledgment here. When the bill reached the Senate it
was referred to the Committee on Interstate and Foreign Com-
merce, where it rested serenely €for many months. DBeing inter-
ested in the subject to which it related then, as I am now, I
brought it to the attention of the Democratic steering commit-
tee, and there being a vacancy on the committee having the
matter in charge I was assigned to service there by the Demo-
cratic steering committee for the sole and exclusive purpose of
urging a report by the committee on that bill. I undertook the
gervice assigned to me, and, as a result, I was authorized to
report the bill on behalf of the committee, which I did on the
17th of February, 1911, The supporters of the bill were not
able to get a favorable report in its behalf, for there developed
much opposition to it in the committee. The best that we
could do at that time was to secure a report that would place
the bill on the calendar, without recommendation of its passage,
and leave for discussion and consideration in the open Senate
the final terms of the bill. The time remaining after the bill
reached the Senate was so short that it was impossible to get
the necessary consent for its consideration, due largely to the

fact that the session was one known as the short se
the constant consideration of appropriation bills ma:g:k;?'e?tl;g
for those who were interested in doing so to object to its con-
sideration. A copy of that bill is here presented.
'i‘h n:kvpermlom i;s{;:;saltn tngsTpoinIt to insert a copy of the Scort bill.
. In
it Sration the absence of objection, per-
The bill referred to is as follows:

A bill (H. R. 24073) to prohibit Interferen

the Btates and Territories and with rcrretg‘r:ne n‘:%gn: °T§“umf§ rae?z]:?:l:g

obstructions thereto, and to prohibit the transmission of certain

messages b, tclegraénh. telephone, cable, or other means of com-
munication between States and Territorles and foreign nations.

Be it enacted, ete., That certaln words used in this act and In pro-

pursuant hereto shall, unless the same be Inconsistent vl:'ir.h
the context, b t] z L "

ext, be construed as follows: The word “ message ' shall mean
any communication by telegraph, telephone, wireless telegraph cable,
or other means of communieation ffom one State or 'I‘orri:ory' of thé
United States or the District of Columbia to any other State or Terri-
tory of the United States or the District of Columbia or to any foreign
country. The word “ person shall mean any person, partoershi
Joint-stock company. scciety, association. or cor rnrior.n their a':nng:
agers and officers, and when used with reference to the commission of
acts which are herein required or forbidden shall include persons who
are participants In the required or forbidden mets, and the agents,
officers, and members of the hoards of directors and trustees, or other
similar controlling or directing bodles of artnerships, joint-stock com-
runles. socleties, associations, and corpn?aﬂona. And words import-
ng the plural number, wherever used, may be applied to or mean only
& single person or thing, and words importing the singular number may
be applled to or mean several persons or things.

SEc, 2. That it shall be unlawful for any person to send or cause to
be sent any message offering to make or enter into a contract for ‘the
purchase or sale for future delivery of cotton without intending that
such cotton shall be actually delivered or received, or offering to make
or enter into a contract whereby any party thereto or-any party for
whom or In whose behalf such contract is made acquires the rlqgt or
privilege to demand in the future the acceptance or delivery of cotton
without being thereby obligated to accept or to deliver sueh cotton:
and the transmission of any message relating to any such transaction
Is hereby declared to be an interference with commerce among the
States and Territories and with foreign natlons. Any person who shall
be fity of violating this section shall, upon eonviction thereof, be
fined In any sum not more than $1,000 nor less than $100, or shall be
Imprisoned for not more than six months nor less than one month, or
by both such fine and imprisonment, and the sending or causing to be
sent of each such message shall constitute a separate offense.

Sec. 3. That It shall be the duty of any person sending any messa
relating to a contract or to the making of a contract for future de-
livery of cotton to furnish to the person transmitting such message an
affidavit stating that he is the owner of such cotton and that he has
the intention to deliver such cotton; or that such cotton Is at the
time in actual course of ggowth on land owmed, controlled, or eculti-
vated by him and that he has the intention to deliver such cotton; or
that he is, at the time, legally entitled to the right of future posses-
sion of such cotton under and by authority of a contract for the sale
and future delivery thereof previously made by the owner of such
cotton, giving the nmame of the party or names of parties to such con-
tract and the time when and the place where such contract was made
and the price therein su¥u1nted. and that he has the intention to
deliver such cotton, or that he has the intention to acquire and deliver
such cotton, or that he has the Intention to receive and pay for such
cotton : Provided, That any person electing to do so may file with the
telegraph, telephone, wireless telegraph, or cable company an affidavit
stating that the message or messages belng sent, or to he sent, for the
gix months next ensuing by such person do not and will not relate to
any such contract or offers to contract as are described In section 2
of this act, and any such compang shall issue thereupon a certificate
evidencing the fact that such afiidavit has been duly filed, and such
certificate shall be acce;gted In lien of the affidavit herein required at
all the transmitting offices of such company during the life of =ald
affidavit. Any person who knowlingly shall make a false statement in
any affidavit provided for in this act shall be punished by a fine of
not more than $5,000 nor less than $500 or shall be imprisoned for
not more than two years nor less than one year, or by both such fine
and (mprisonment. And in any prosecution under the provisions of
section 2 or B of this act the proof of fallure to make any aflidavit
herein required shall Lte prima facle evidence that sald message or
m es related to a contract prohiblted by section 2 of this act,
and the proof of fallure to deliver or receive the cotton called for in
any contract for future delivery of cotton ghall be prima facle evidence
that there was no intention to dellver or receive such cotton when
sald cantract was made.

8Ec. 4. That any agent of any telegraph, telephone, wireless telegraph,
or cable company to whom messages herein described may be tendered
is hereby required, emgowercd, and nuthorized to sdminister any oath
required to be made under the provisions of this act with like effect and
foree as officers having a , and such oath shall be administered
without any charge therefor.

SEc. 5. ’l‘{uat it shall be nunlawful for aniv person owning or operating

any telegraph or telephone line, wireless telegraph, cable, or other means
of commun?catlon, or any officer, agent, or employee of such person,
knowingly to use such property or knowingly to allow such Emp&rty to
be used t’n’)r the transmission of any message relating to such contracts
as are described In section 2 of this act. Any person who shall be
ullty of violating this sectlon shall, upon conviction thereof, be pun-
ﬁihcd for each offense by a fine of not more than $1,000 nor less than
$500, and the sending of each message in violation of the provisions of
this section shall constitute a separate offense.

Sgc. 6. That every book, newspaper, z)am{ohlet. letter, writing, or
other publication containing matter tendivg to Induce or promote the
making of such contracts as are deseribed in section 2 of this act Is
hereby declared to be ponmailable matter, and shall not be carried in
the mail or delivered by any postmaster or letter carrier., Any person
who shall knowingly deposit or knowingly cause to be deposited for mail-
ing or delivery any matter declared by this section to be nonmallable,
or shall knowingly take or caunse the same to be taken from the malls
for the purpose of circulating or dlx?oslnéz thereof, or of aiding in the
cireulation or disposition thereof, shall be fined not more than $5,000 nor

than $500 or shall be imprisoned not more than five years nor less
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ok iolating any of the provisions of
g&“;ﬁé’ﬁoﬁ’ﬁa'"bemﬁ 2& 3:5?33:1? lntof'mn n or Indietment and
e 3 plehed lier . e it vl e b
Elooh‘:ﬁr?cnﬂon ﬁ':.ert?ot. or at which it is caused to be dellvered by
to the person to whom it is addressed.

8ec {. That the Poktmaster General, upon evidence satisfactory to
himself that any person is sendll;f thmufh the malls of the United
States any matter declared by section 6 of this act to be nnnmaﬂa.b:g!
may instruct the tmasters in the post offices at which such m
xrrfves to return all such mail to the postmaster In the post office at
which it was orlginally malled, with the word * unlawful" plalnly
written or stamped upon the outside thereof, and all such mail, when
returned to said postmaster, shall be returned to the sender or publisher
thereof under such regulations as the Postmaster General may prescribe.

Sec. 8. That In any proceeding under this act all persons may be re-
quired to testify and to produce bocks and l:afers and the eclaim that
guch testimony or evidence may tend to criminate the persons giving
such testimony or produecing such evidence shall not excuse such person
from testifying or producing such books and papers; but no person shall
be prosecuted or subjected to any penalty or punishment whatever for
or on account of any transaction, matter, or thing concerning which he
may or produce evidence of any character whatever,

Mr. CLARKE of Arkansas. It will be observed that the plan
of suppression contemplated by it was the denial of the right to
use the mails and the telegraph for the interstate transmission
of offers to enter into contracts for the future delivery of cotton.
I was always apprehensive about the power of Congress to
declare the contracts entered into on the New York Cotton Ex-
change to be interstate commerce, and therefore subject to be
controlled by national legislation. I was, however, willing to
give to the bill the benefit of every doubt. I was not at that
time aware of the decision of the Supreme Court in the case of
Ware & Leland against Mobile County (209 U. 8, 411). My
purpose was then, as it Is now, to be active and helpful to the
extent of my humble capacity in aiding those whose purpose it
is to suppress this business. I have no preference about the
names of bills nor the methods that they employ, just so they
are effective for the purpose. I have no sympathy with the
business as conducted by the cotton exchanges, and I am the
voluntary ally of anybody who will take upon himself the busi-
ness of putting a stop to it. I have at all times been willing
to vote for any bill championed by any Member of the Senate
or House whose object is to accomplish what I so much desire
in some effective and legal way. In this connection I ecall atten-
tion to the decision of the Supreme Court of the United States
in the case of Ware & Leland against Mobile County (209 U. 8.,
411). The case is so applicable to the matter under considera-
tion that T shall include in my remarks a complete statement
of the facts and the material parts of the opinion of the court,
in which it is declared that these cotton-exchange contracts are
not interstate commerce and that they do not become so because
orders are transmitted by telegraph from States other than New
York, which orders result in the making of such contracts.

I have here an agreed statement of the facts, setting out in
the most perfect detail the several step. that are necessary to
consummate a contract transmitted from another State to New
York. There is nothing omitted; the fact is that more is ad-
mitted than ean be proven. The evident purpose was to make a
test case, which would eternally and forever put at rest agita-
tion as to the scope of national authority under the commerce
clause of the Constitution. The court in disposing of that ques-
tion rendered an opinion about half a page long, and I will tax
the patience of the Senate further to read it

I read from the decision of the Supreme Court of the United
%{t.atez;‘iz)n5 the case of Ware & Leland v. Mobile County (209

e e

AGREED STATEMENT OF FACTS.

the whole of the year 1903 defendant had an office in the
obile, in the county of Mobile and State of Alabama; they
offices in the city of New York, In the State of New York,
and In the city of New- Orleans, in the State of Loulsiana, and In the
city of Chicago, in the State of Illinols, each of which offices was con-
nected by private telegraph wires with sald Mobile office. Sald Mobile
(Ala.) office was in the charge of thelr agent, one Robbins, and was
engaged In-the business of buying and selling cotton for future delive
on commission for the publie generally and for speclal customers, sai
business being conducted in the following way and in no other way :
They would undertake, through their agent, to buy or sell a cotton-
future contract for a customer in the Cotton Exchange In New York or
in New Orleans, as he might select, he making at the time a deposit of
money with them as a margin to protect them agalnst loss In makin
guch transaction for him, When the customer gave the order to Ware 2
Leland, either for r sale or purchase of a future contract, it was.not
usual for anything to be said between them abowt an sactual delivery
of the cotton, but when the transaction was commenced by a purchase
or sale of the cctton Ware & Leland would Immediately furnish to the
customer a memorandum thereof, partly written and partly print
upon which the following stipulations were printed : “ On all margina
business we rescrve the right to close transactions without further
notice when margins are about exhausted, and to settle contracts in
accordance with the rules and customs of the exchange on which the
order Is placed, It being understood and agreed In all trades that actual
delivery is contemplated,” and “All purchases and sales made by us for
you are made in accordance with and subject to the rules, regulations,
,And customs of the exchange on which the order is placed and the
) rules, regulations, and requirements of the board of managers of said
exchange, apd all amendments that may be made thereto.” Such agent

Durin
city of
also had

would thereu transmit such order by their private telegraph line to
the defendant's office in the citg without the State of Alabama selected
for such transaction; that such order would be thereupon executed by
defendants by the purchase or sale, as directed, of a future cotton
contract for such customer in the cotton exchange of the city to which
such order was sent, and subject to the_rules and regulations of such
cotton exchange, which rules and regniations may be introduced in
evidence by defendants in 1his canse ; that sald contract would be held
by defendants for such customer untll he ordered the same closed out.
when they would sell or buy another cotton contract against It as
might, be necessary to cover the same or close it out, or receive or
dellver the cotton on sald contract. If a profit was made on the trans-
action defendants remitted the same to Its agent in Mobile, who pald
it over to the customer; If n loss was made it was taken by the agent
out of the eustomer’s margin, or, if that was insufficient erefor, the
customer was called npon for the balance. Said business was done on a
commission paid defendants by the customers.

No actual delivery of eotton or grain was ever made on any sach
contracts, except in a few instances, when such deliveries were made
where the coniracts were executed, to wit, in New York, N. Y., or in
New Orleans, La., or Chicago, I1l. When any such delivery of cotton
was made to defendants for the customer on a purchase by him it was
held by the defendants for aceount of the customer at the place of
delivery, elther in New York, N. Y, or in New Orleans, , until
ordered sold by the customer, and the proceeds accounted for by them
to such customer, When they made delivery of cotton on a sale of
futures made by them for a customer, the cotton was shigﬁeﬂ by the
customer for whom such sale was made from Alabama to the place of
sale and there delivered through defendants to the buyer,

A similar future grain husiness was dope by defendants at their sald
office in Mobile, Ala., for customers through their office in Chicago, in
the State of Illinols, said orders being executed on the Chicago 1ﬁ‘ll.l.
Board of Trade and subject- to Its rules and regulations, which con-
templated and provided for the actual recelpt or dcliverf of grain
bought or sold therein, such dellvery to be made in Chicago, I11. *= * =«

Upon trial of the actionm, In addition to the foregolng agreed facts,
the counsel for the E‘In!ntltf admitted that the rules and regula-
tlons of the New York Cotton Exchange, New Orleans Cotton Exchange,
and Chicago Board of Trade, respectively, provided * that contracts exe-
cuted therein should be in writing " ; and also provided that “ in every
cotton or grain contract for future delivery executed and entered into
in said exchange or board of trade, it should be stipulated, agreed, and
understood that an actual receipt and delivery of the cotton or graim
w;lz 'go be had, and that sald contracts were transferable and assign-
able,

OPINION OF THE COURT.

The sole question lhere presented 1s whether the statute In question
is an attempt to regulate interstate commerce, for If the plaintifs In
error are shown by the foregoing agreed facts to be engnged In inter-
state commerce, then the statute is void, as an attempt by a State to
regulate the commerce which the Constitution of the United States
places within the exclusive control of Federal authority.

Interstate commerce must be such as takes pMce between States as
differentiated from commerce wholly within a State. It must have
reference to Interstate trade or dealing. and If the regulation is not
such, and comprehends only commerce which Is Internal, the State m
legislate concerning it. In each case the recurring questiion is, on whi
slde of the line does the commerce under investigation fall? * * =

But how stands the present case upon the facts stipulated? 'The
nltnpellants are brokers who take orders and transmit them to other
States for the purchase and sale of graln or cotton unpon speculatlon,
They are In no just sense common carrlers of messages, as are tele-

raph companies. For that gart of the transactions, merely specula-

fl\fa and followed by no actual delivery, it can not be falrly contended
that such contracts are the subject of Interstate commerce; and con-
cerning such of the contracts for purchases for future dellvery as re-
sult in actual delivery of the grain or cotton, the stipulated facts show
that when the orders transmitted are recelved in the foreign State the
property 15 bought in that State and there held for the purchaser.

All contracts made on the New York Cotton Exchange are tfo
be satisfied by a delivery in the licensed warehouses in New
York City of cotton that has been inspected and certificated
prior to that time.

The transaction was thus closed by n contract completed and executed
in the foreign State, although the orders were recelved from another
State. When the delivery was upon a contract of sale made by the
broker, the seller was at liberty to acquire the cotton In the market
where the delivery was uired or elsewhere. He did not contract to
ship It from one %tute to the place of dellvery in another State. And
though It Is stiamtnted that shipments were made from Alabama to the
foreign Btate in some Instances, that was not because of any con-
tractural obligation so to do. In neither class of contracts, for sale
or purchase, was there necessarily any movement of commodities In
interstate trafiic, because of the contracts made by the brokers,

These contracts are not, therefore, the subjects of Interstate commerca
any more than In the Insurance cases, where the policles are ordered
and delivered in another State than that of the residence and office of
the company. The de“vm‘{:‘: when one was made, was not becanse of
any contract obliging an interstate shipment, and the fact that the
purchaser might thereafter transmit the subject matter of purchase bﬁ
means of Interstate carriage did not make the contracts as made an
executed f[he subjects of Interstate commerce.

It will be noticed that this decision is comprehensive and
decisive of the guestion to the utmost point of conclusiveness.
The statement of facts really admits more than ordinarily it
is possible to prove against these exchanges. It is evident
that the case was prepared with the view to its becoming a
test case, in the decision of which every disputed question
would be squarely presented and considered and finally and
decisively disposed of. There is no room for attempting to
distinguish the case from any other. Iereafter those interested
‘in the question must accept it as a final dispesition of the
matter or seek its reversal. There is no ambignity or hesita-
tion about the text of the opinion. In view of this unanimous
decision any aftempt to direct legislation against these ex-
changes under the power contained in the commerce clause
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of the Constitntion of the United States is wholly useless.
The taxing power is the only one that is left, being the only
one that can be employed for the purpose, and in my opinion
is the one that has always been best adapted to the service.

In making the observation that it will be hereafter impossible
to pass legislation against these institutions under the com-
merce clause of the Constitution I did not overloock the de-
cision of the court in the s=o-called Lottery case nor the con-
tention of those who insist that the business of transmitting
messages over the telegraph systems-of the counfry from one
State to another is interstate commerce. The Lottery case was
based upon the fact that the lottery ticket was a tangible®|
thing that represented ownership of property and could be
physically transported from one State to another. In the case
of transactions on the cotton exchange there is no such article
to be transported. The state of public opinion at the present
time has not progressed to a point where these transactions
are universally deemed immoral or declared illegal. In the
Lottery case the law of every State made it a criminal offense
to carry on the business. In the case of the cotton exchanges
the Legislatures of Louisiana and New York have affirmatively
authorized their business and existence by granting legal char-
ters therefor. Besides that the Supreme Court of the United
States, in the case of Bibb v. Allen (149 U. 8. 490). has
solemnly adjudged that the charter and rules of the New York
Cotton Exchange constitute valid regulations and that a judg-
ment will be entered and enforced against persons who deal
thereon and incur liabilities in accordance with these rules.
Thus the business of the cotton exchange is not locally nor
by the United States Supreme Court deemed immoral nor
illegal. :

It appears from the statement of facts in the Ware case
that the orders were transmitted from Alabama to the New
York Cotton Exchange by means of a private wire, which the
Supreme Court expressly holds is not a common carrier of
messages as is an ordinary telegraph company in reference to
general business. The decision in that case indicates that a
private wire, over which the public has no right to transmit
messages, is not an instrumentality of interstate commerce.
In fact, the cottom-exchange business can not be conducted
without the use of privately controlled telegraph wires. Its
movements are so suddenly developed that it often becomes
necessary to communicate instantly with their confederates
at distant points and without subjecting their movements to
the scrutiny of ‘the large number of persons employed in the
receiving and delivery of ordinary messages.

In the recent case of Hunt v. New York Cotton Exchange
(205 U. 8., 322) one witness testified that there were a num-
ber of private wires running out of New York from ils ex-
changes to different parts of the country and that one of these
had on its lines as many as 120 towns and cities. It will thus
be seen that those who deal with the exchange have quite com-
pletely fortified themselves against any prohibitory congres-
sional legislation based on the commerce clause.

Even if the exchanges did not have the right to construct a
private line for the purpese of transmitting their own messages
from State to State, as they are now declared to have under
-this decision of the Supreme Court, and thus place their busi-
ness beyond national interference, there is no rocom for assum-
ing that Congress is willing to pass a law excluding them from
the right to use the ordinary telegraph company as a common car-
rier of messages—and therefore an instrumentality of interstate
commerce—messages relating to a business which is recognized
as legitimate in the State of its existence and one which is
purely State commerce. The Supreme Court virtually said as
much in the case of Board of Trade v. Christie (198 U. 8., 248)
when the contention was made that the grain exchange was not
entitled to have its privately collected information and market
quotations protected by injunction, since the proof showed that
it permitted gambling in grain to take place on its floors, The
court, said: :

When the Chicago Board of Trade was Incorporated we can not
doubt that it was expected to afford a market for future as well as
present sales, with the necessary incidents of such a market, and while
the State of Illinois allows that charter to stand, we can not believe
that the pits merely as places where future sales are made, are for-
bidden by law.

The proposition to ask Congress to exclude from the use of
the telegraph as a common ecarrier, communications concerning
a business which is strictly State commerce and locally recog-
nized as legitimate is a step beyond any that has heretofore
been taken. .It is not even now done in the case of whisky
legisiation known as the Wilson bill, nor the bill subsequently
passed and known as the Webb bill. These restrictions are
always based upon the idea that the business is locally declared

illegal. It would be adopting what might become a very danger-

ous precedent to pass any such legislation even if the power ex-
isted. We might thus turn loose a principle of constitutional
law that will in time devour all State control over purely State
commerce. I therefore feel entirely confident that the plan that
we have adopted in the present case is the«nly undisputed and
effective means of accomplishing the purpose that many of us
have in view.

Some days since T received a message from Mr. Mobley, presi-
dent of the Farmers’ Union in the State of Arkansas, in which
he said: i

The Scott bill, with which you are acquainted, will absolutely, and
ﬁ\’;; pggabggéy,r ‘ﬁ't:event dealing in futures. This is the bill this organiza-

I have very great respect for the judgment of the officials of
this organization in my State, but on this occasion it is a ques-
tion of opportunity of doing what all of us desire to do. The
statements in this telegram indicate that the representatives of
this great organization in our State do not believe that the
pending amendment is sufficiently drastic in its terms in dealing
with this pernicious business, and that in some way we are con-
fronted with a choice between this method and the one provided
in the so-called Scott bill. If there were such an alternative
presented to me, and the Scott bill was the better one to adopt,
I would not hesitate for a single minute to vote for that, or any
other bill that will accomplish the suppression of this husiness,
What I want, and what the Farnfers' Union in Arkfinsas wants,
is to put a stop to this business, We are both committed to this
most desirable end, and differences of opinion about mere meth-
ods must be subordinated to the accomplishment of the larger
purpose. The Scott bill is not up for a vote in Congress now,
and it may never be. The pending amendment is now under con-
sideration, and within possible reach of enactment. It will aec-
complish everything that the Scott bill could accomplish, if
valid, and will do so in a way that is absolutely free from any
doubt as to its effectiveness or constitutionality.

I have interpreted the attitude of the officers of the Farmers'
Union to mean that they want the business of dealing in futures
in cotton abolished at the earliest possible date, aad by the most
drastic measure that can be framed for this purpose. 1 quite
agree with them about that. If I had any choice between this
meaBure and a more effective one, I should voluntarily join with
them in their desire without any suggestion to do so. No such
situation is presented. It is either the pending amendment or
nothing at this session, and probably forever. This amendment
will put an end to the business entirely in all probability, and
certainly to the most detrimental features of it

Mr, SIMMONS. Mr. President, I should like to inquire of the
Senator whether or not the Scott bill, to which he has just
referred, sought to suppress this traffic by denying to those en-
gaged in it the use of the mails, the telegraph, and the tele-
phone?

Mr. CLARKE of Arkansas.
the bill was framed; yes.

Mr. SIMMONS. That was the method of suppression?

Mr. CLARKE of Arkansas. Yes.

Mr. SIMMONS. I understand the Senator to say that it is
his opinion that the decision of the Supreme Court to which "
he has just referred holds that this is not interstate commerce,
and that it is not competent for the Congress to prohibit the
use of the mails and the telephones and the telegraphs for that
purpose?

AMr. CLARKE of Arkansas. There is no reference to the
mails in the opinion. There is a reference to the telegraphs.

Mr. THOMPSON. Mr. President, I should like to ask the
Senator from Arkansas, who has given such close study to this
matter, and has furnished us this morning with such an ex-
haustive presentation of the subject, whether there is any reason
why the other products of the farmer—wheat, corn, oats, barley,
and rye—which are used as subjects of speculation and gambling
on the board of trade the same as cotton, can not be included
in this amendment in some form?

Mr. CLARKE of Arkansas. As a matter of principle there is
not any distinction, and there is not any reason why relief
should be granted tc one class of agriculture and denied to
others. It was a mere matter of policy. I understood the cotton
business. I did not understand the grain business. I thought
some one interested in that particular branch of agriculture
would join us in this effort.

Mr. WILLIAMS. It is not carried on in the same way.

Mr. CLARKE of Arkansas. 1 stated as much. I am per-
fectly willing to vote, at any time or under any conditions, to
extend the relief that I contemplate in this amendment to the
cotton raisers and the grain raisers, or any other class of agri-
culture in the country.

That was the principle on which
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Mr. THOMPSON. I have frequently talked about this matter
with Congressman Scorr, whom the Senator has mentioned, and
who was a nelghbor of mine at one time. Did not his bill
contemplate also the inclusion of grain?

Mr. CLARKE of Arkansas. I am not prepared to say what
it originally ineluded, but when it reached the Senate it related
to cotton only.

Mr. THOMPSON. Will the Senator present to the Finance
Committee the idea of including the grains which I have men-
tioned?

Mr. CLARKE of Arkansas. I should think that ought to pro-
ceed from the Senators from the grain-growing regions. I
would not assume to represent them in the matter.

Mr. THOMPSON. I think it is just as important that grain
shonld be ineluded as that cotton should be included.

Mr, SMITH of South Caroiina. Mr. President, I wish to sub-
mit some remarks in reference to the amendment offered by the
Senator from Arkansas [Mr. CLAREE].

I desire to say in the beginning that I am heartily in favor
of the prineiple involved in his amendment. I wish to state to
the Senate, however, in order that its Members may thoroughly
understand this question, that the thing about which the eotton
raisers of the South are complaining is the nature of the con-
tracts on the exchange. The matter is a technical one, and
therefore it will reguire some little explanation.

Under the terms of the New York contract there are 15 or
more*grades. They did have at one time, I believe, 37 grades.
In the middle of those grades there is a grade known as “ mid-
dling.” They would sell a contract, basis middling, with a
proviso in the contract that the seller of the contract might
have the option of delivering on that contract anything from
the lowest and most uncommercial to the highest and finest
grade of cotton. The consequence was that the purchaser of
the contract never would know what grade of cotton he was
going to get.

The practical working of the matter is that the grade com-
mittee in New York, and at one time in New Orleans, meet and
arbitrarily fix the difference between middling and the grades
above and the grades below for 90 days. The result is that if
an individual bid 10 cents, basis middling, and the commlttee
had fixed the difference between that and ordinary at 1 cent,
when the purchaser came to demand the specific fulfillment of
his contract he would get ordinary delivered to him at 9 cents.
He bid 10 cents for middling, and he would get ordinary, at the
option of the seller.

The result was that if the general trade would not accept Rils
ordinary at 9 cents, but would give him only 8, he lost
a bale. The result was that the next time he bid on middiing
he bid without reference to the value of middling—without
reference to the law of supply and demand for middling—but
bid with reference to what he was probably going to get, which
was ordinary, at a fixed, arbitrary difference between what he
bid on middling and what he got ordinary for. Therefore he
bid 9 cents for middling without regard to its real value.

I can submit papers to the Senate to show that middling
cotton on the board in New York for a long period of time was
guoted, say, at 10 cents a pound, when the spot middling in
the warehouses, where the buyer would have the right to go
and sample each bale and select his 100 bales of middling, was
from a cent to a cent and a half above the board price.

It is that demoralization from which the farmers of the
South beg relief. I introduced a bill requiring that each and
every contract for the future delivery of cotton should specify
the particular grade contracted for and that such grades as
were contracted for should be delivered. Upon investigation
I found that what the Senator from Arkansas says is largely
true—perhaps entirely so—that the courts have ruled that a
contract originating in one State entered into by citizens of
another State is not a subjeet of interstate commmeree.

I then took occasion to write to the farmers of the different
cotton-growing States and submitted to them the amendment
proposed by the Senator from Arkansas.

They claim that all they desire in the world is that if there is
a contract for the future delivery of cotton the grade shall be
specified in the contract, and, upon demand, shall be delivered.
They say that if that were done, as the Government has stand-
ardized nine grades, each grade being a distinet commercial
commodity, as mueh so as if it were a different article, no man
would go short, and there would be no complaint of this manipu-
lation of the market.

I wrote letters on the subject to a number of farmers’ ergan-
izations, and in response I geot a letter, which I will read, from
the Farmers' Union. I just want to show their attitude in
reference to the matter.

-

The Clarke amendment taxes all contracts. Therefore, no
matter who sells a contract, whether basis or specific, if for
any reason he can not fulfill the contract, no matter how honest
he may be when he makes it, he has to pay this tax under the
Clarke amendment. But we farmers—and that is my occupa-
tlon—=ay, if you can, eliminate the bad eontract from the good,
so that if you do not conform to a specific grade in your eon-
tract you shall pay this tax. The reason is that it is unfair;
it is gambling not to specify the grade; it 18 a pure case of col-
lusion for the purpose of buying and selling at your own sweet
will thousands and millions of bales of cotton that never.were
in existence. But you do not dare to sell a specific contract
under those eircumstances, because were you to sell it to me at
a specified price, say 11 cents, and it specified middling accord-
ing to Government standardization, I could take that and sell
it to a miller, and under the law bhe could demand fulfillment
of the contract.

Without explaining any of this, I wrote to these men and
asked them their opinion. I believe that if the Clarke amend-
ment were amended so that where the speeific grades were
named the seller must undertake to deliver as.every spot pur-
chaser does to-day, you would eliminate this confusion, and put
trading In cotton upon a legitimate basis, upon which it is
rightfully entitled to stand.

I wrote to the different farmers' organizations tLis letter:

Dear Smr: I am sending you a copy of an amendment to the tariff
bill proposed by Senator CLAREE of Arkansas.

I want you to study the {Jrovlslons thereln and write me fully as
to whether or not you -think it would be beneficial to the cotton growers.

It might be well that youn discuss this with your neighbors,

I have been endeavoring to do all I could for the benefit of thosa
who produce the cotton, and 1 do not desire that any Ie&isinﬂaﬂ. how-
ever beneficial it may seem, to pass which in its practical operation
would pat another burden upon us,

Awalitlng your early reply, I am,

Slnecerely, yours, " E. D, BMITH.

I telegraphed on one occasion the exact purport of that letter
to the Farmers’ Union of South Carolina, in convention as-
sembled at Isle of Palms, Charleston, and received this reply:

CHARLESTON, B. C., July 25, 1913.
E. D. BaiTH
Unit:d States Senator, Washington, D. O.:

Your wire received. South Carclina Farmers' Union unanimously in-
dorse your bill requiring cotton to be delivered by grades specified in
the contract. Rejected. Dtsapmved of the Clarke amendment. Letter
will explain fully in a day or e Py
. DABBS

R.
President South Caroling State Farmers’ Union.

Here is another letter, and these I am going to ask fo have
put in the Recoep. Here is one from a farmer of Chester,

S.C. ’
CuesTER, 8. C, B. F. D. 2, August §, 1913.
Hon. E. D. 8mitH, Washingion, D. C.

Deanr Sexaror: Yours of July 26 to hand, in reference to Senator
CLARKE'S proj amendment to tariff bll. I am no expert on this
matter, but ink the tax will come off the producer. You know the
exchange's cotton factors, mill men, and merchants, who buy contracts
to protect themselves, will dednct the one-tenth of 1 per cent from

price paid the producer. Hoping you will be successful in your next
campa gn, I am, "

ours, very truly, C. A, MCLURKIX.

I have another here from a different part of the State:
o X Forr Lawsx, B. C., August §, 1913
on. 3

B. BuITH,
United States Semate, Washingten, D. O.

Dear Sir: Your communieation of July 26 recelved; also, copy of
amendment to tarifl bill as propozed by Senator CLARkKE. I would have
written you sooner, but wish to talk the matter over with some of

most prominent farmers and business men of the eommunity and
get their views before writl ou.  Without exception the people with
whom 1 have talked over s matter are of the opinion that the
amendment will do us as cotton growers more harm than ‘
fact, as we see it, we are very doubtful about its doing any gooci at
all, while we as farmers will in an indirect w have the tax to pay—
as we do In the 30 pounds tare per bale. bould this amendment
come before the Senate we trust {luu miy see your w clear to vote
ﬁﬁﬂﬁ.‘t its passage and to do all you ecan to have the amendment

Thanking you for writing me and for copy of amendment, I am,
Very truly, yours,
* W. C. McFaADDEN.

That is practically the tenor of quite a number of letters
which I shall ask to have put in the REecorp, along with these
telegrams. .

I want to say that the farmers do not believe any harm ean
be done to them if the contracts are so made as to specify the
grade contracted for and the grade that is contracted for is
made according to Government standardization. The Govern-
ment has now for the first time in the history of cotton growing
standardized the grades. 1 propose as an amendment to the
amendment proposed by the Senator from Arkansas [Mr.
Crargg] that the contracts hereafter shall speeify the grade or
grades contracted for and such grades as are ccntracted for
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ghall be according to the Government standardization. And
such contracts as conform to this shall be exempt from taxation.
If this is done it will guarantee an approximately honest
market. It will give the man who produces cotton a market in
which he can sell his cotton at any time if he wishes o do so.
He can name the grade or grades and deliver these grades with-
out having to pay a tax in case he is unable by any reason to
make deliveries. Under the present system it is the latitude
given the seller that has caused all the trouble and dissatisfac-
tion. Under the present form of contract on the exchanges
the seller has the option of delivering anything on this contract
from the lowest to the highest grade. The Senator from Arkan-
sas has quoted Mr. Lewis W. Parker as saying he would not
demand delivery on a New York contract, but would run from it.
The reacon for this is, as I have stated before, that the seller
of that contract in New York would not be likely to deliver
spinnable cotton, but would deliver some low-grade stuif over-
valued, which Mr. Parker could not take at the price tendered
and spin or sell without a loss. Under the amendment I pro-
pose the grade would be specified, and Mr. Parker or any other
buyer in demanding deliveries would get what he bought and
no harm would be done,

‘Mr. ROBINSON. If the Senator will find it convenient, I
would be glad to have him discuss the proposition as to the
power of Congress under the Constitution to prescribe the
forms of contract which shall be entered into upon the exchange.

Mr. SMITH of South Carolina. I am under obligation to
the Senator from Arkansas [Mr. Crarke] for having solved this
problem. I give him all credit for suggesting to bring it under
the taxing power of the Government. :

By this means we can place a nominal tax on the legitimate
contract and a heavy prohibitive tax on the present form of con-
tract that has brought about all this deception and fraud.

Mr. CLARKE of Arkansas. Will the Senator permit me to
ask him how you would distinguish and define the difference be-
tween him and myself. I agree that a specific contract is
vastly better for the buyer, but I can not see that it has any
influence whatever in preventing manipulation or preventing
fluctuations that will affect the price. The price quotation
now is based on one grade, and that is middling. In the Liver-
pool Exchange they are confined in making deliveries to four
grades of good cotton, and fluctuation takes place there. In
the grain business they are confined to four grades, and it is
substantially similar. It was proved in the Christy case which
I cited in my remarks that I submitted to-day that 95 per
cent of the products dealt in there were purely speculative.
The relief you propose is of great advantage to those who
go to the New York Exchange and buy middling cotton. FKor
instance, take a spinner hedging. He buys a lot of cotton
in order to protect himself agninst the uncertainty of the mar-
ket growing out of the manipulation of the exchanges. Ie
goes upon the exchange and sells an amount of cotton equal to
the amount of cotton bought, not with a view of delivering the
cotton, but simply to prevent the manufactured fluctuations in
price from causing him loss en his actual cotton.

Mr. SMITH of South Carolina. If the Senator will allow
me, the reason why they do not go to New York is because New
York understands, by years of study from day to day, how

to formulate a contract that would eliminate any spot transac-
* tion and drive the seller and buyer away who would put it
upon a legitimate basis to do spot business.

Mr. BRANDEGEE. Mr. President——

The PRESIDING OFFICER (Mr. SAULSBURY in the chair).
Does the Senator from South Carolina yield to the Senator from
Connecticut?

Mr. BRANDEGEE. I do not ask to have anyone yield. I
rose to make a parlinmentary inquiry. What is the regular
order?

The PRESIDING OFFICER. The Chair thinks the amend-
ment of the committee, which the Senator from Arkansas dis-
cussed. s

Mr. THOMAS afld others addressed the Chair. -

Mr. SMITH of South Carolina. I yield to the Senator from
Colorado. He addressed me before others. 5

Mr. THOMAS. I merely wanted to ask the Senator why
ihese contracts, so called, which have been the subject of dis-
cussion this morning, are called gambling contracts? My un-
derstanding of a ganmbling contract is that it has invariably
some element of chance.

Mr. SMITH of South Carolina. There is no element of
chance in this. It is heads I win and tails you lose.

Mr. THOMAS. Instead of being called a gambling contract
it should be called a thimble-rigging contract or a bunko
gome

My, SMITH of South Carolina.

That is near it.

Mr. THOMAS. In which no one except the cotton-exchange
man who makes the coniract has any possible opportunity of
getting out.

Mr. SMITH of South Carolina. That is true. The Senator
from Arkansas referred to the matter of contracts which my
friend Parker was speaking about. Here is an illustration to
the peint. I think Senators will see the pertinency of this
illustration. Sparrows migrate to my section of the country
in the winter, The grass seed are thrown down by the frosts.
This is their food. Sometimes there comes a snow, which
covers their food for days at a time. These little birds are
unable to scratch the snow away and soon face starvation.
Under these circumstances I used to go cut in the old vegetabla
garden at home, rake the snow away from a place, say 12
inches square, get a good heavy board, about the same size,
place a stick as a prop under one end and tie a string to the
stick, have the string long enough to lead to an old out house,
I would then seatter grits or other food under this deadfall, get
in the old house and hold the string and watch. At first one
or two of the hungry birds wounld come and, forced by huynger,
would hop under this deadfall and fill themselves with the food
I had placed there. I did not attempt to catch these first ones.
I used them as decoys. They would fill themsalves, and other
hungry, starving ones, emboldened by what they saw these do,
would then crowd under the deadfall, and when I thought as
many were under as were coming, I would jerk the string and
pull the prop from under the deadfall and get the whole erowd.
This is what the exchanges do under the present system. They
allow a few to buy contracts and make some money. This
entices others to come, and when they think they have about
as many as are likely to come with this bait they pull the prop
from under the market and catch the suckers as I caught the
SpATTOWS.

Mr. THOMAS. I should like also to inquire before the Sen-
ator takes his seat, because my memory is not entirely clear
about it, whether some members of this exchange or the ex-
change itself were not two or three years ago detected in filch-
ing information from the Agricultural Department in referchee
to the prospect of the cotton crop, and using that also for the
purpose of making their sure gain surer?

AMr. SMITH of South Carolina. We had information to that
effect. T happened to be a member of the organization, a mem-
ber of which detected it, and he said that there was a certain
window-curtain telegram aecting here in Washington where they
got that information, and the information was sold.

o But, Mr. President, I want to repeat that I am heartily in
sympathy with the amendment proposed by the Senator from
Arkansas, in so far as it will affect the unlimited contract; if
he will just make a differentiation between the unlimited con-
tract, as now sold on the New York exchange, and in a measure
on the New Orleans exchange as well, and a specific contract, I
think the legislation will be as near perfect as we can make it.
If, as I have suggested, he will differentiate between the two,
those that specify the grade, and the grades specified be accord-
ing to Government standardization, be practically without a tax,
and place the tax proposed upon those contracts that do not
specify the grade to bear the tax that he proposes, then I am
sure the farmer will be satisfied and will get what he is en-
titled to.

It has been suggested in this debate that the millman, the
mill owner, desires the moditication that I am advoeating.
The farmers do not want to be placed at the mercy of the mill
owner, for the reason that he would be in a position to dictate
prices in a measure as mereilessly as the exchanges do. I do
not care who buys my cotton so long as he is willing to buy it
fair and give me a price which is fair, which is according to
the real value of the cotton. I and the other farmers in this
country here and now protest against being put up against a
bunco game if there can be any legislation to relieve us. We
do not want, however, to jump out of the frying pan into the
fire and in getting rid of the gamblers on the exchange force
ourselves into the hands of the millmen. All we ask is a fair,
square deal, force the seller to deliver what he sells, and not
allow him to sell basis middling and deliver dog tail.

Mr. RANSDELL. Before we get through this subject I
should like to ask the Senator from Arkansas a question.

Mr. SMITH of South Carolina. I should like to conclude
my remarks, unless the Senator wishes to ask it in my time.

Mr. RANSDELL. No; I thought the Senator was through. |

Mr. SMITH of South Carolina. Mr. President, I think the
Senate will see that I am heartily in aceord with the Senator
from Arkansas. The only objection I have to the Clarke amend-
ment is that it does not do like the Hatch bill, put $25 a bale
on unlimited contracts and put it out of existence at once.
Why try to raise a revenue out of.the gambling processes of the

.
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New York Cotton Exchange without relieving the suffering, toil-
ing American farmer? Why not come out with courage and say
we will put a stop to this iniquitous practice, we will tax it out
of existence, and not attempt to raise a revenue out of this
iniquitous oppression of the people?

Mr. CLARKE of Arkansas. The Senator from South Carolina
seeins to be addressing his remarks to me.

Mr. SMITH of South Carolina. No; I am not. But the ques-
tion is whether you put a tax of $25 on that form.

Mr, CLARKE of Arkansas, What form? .

Mr. SMITH of South Carolina. The form of coniract as it
exists, y

Mr, CLARKE of Arkansas. It does not deal with it at all.
I think it is a natural evolution of the business. I think these
restrictions were intended to prevent persons from carrying on
the business. They are not cngaged in delivering cotton. C_l.‘hey
do not buy cotton. The cortract you are insisting upon is to
lelp the bulls in their fight with the bears. What I want to
do is to prevent manipulation on the New York Cotton Ex-
change that will reach back to the producers. We are not
now putting a tax of $25 a bale. If there was any chance to
have had it considered at this session, I would put $25 or any
other number of dollars that would stop the business.

Mr, SMITH of South Carolina. Mr. President, I merely wish
to say, in reference to the insinuation about bulls and bears, as
a matter of course every fair-minded man wants whatever com-
modity is put upon the market to be measured as near as pos-
gible by the law of supply and demand. For the last 60 years
we have not got anything like a fair price for cotton. I believe
that the cotton growers of the South to-day would be inde¢pend-
ent and have good homes and educated children if it had not
been for that miserable inigquity in New York. I am irying to
break up that iniquity, and in putting it out of business I
would——

Mr. CLARKE of Arkansas. The Senator seems to be confi-
dent of his views. Permit me to ask him a question. I wish
he would explain, so we can understand how it happens, if
speculators are deterred from going to the cotton exchange how
anybody is going to pay that fax,

Mr. SMITH of South Carolina. It is not deterred. A man
goes in with an iniquitous proposition of hedging. What do we
want with hedging?

Mr. CLARKE of Arkansas, T am asking a question.

Mr. SMITH of South Carolina. I am answering the question.

AMr. CLARKE of Arkansas. I asked the Senator a question
which I suppose is proper. I hope the Senator will answer it
or make some rational explanation that would be accepted by
those who understand the matter. How are they going to trans-
fer to the eotton producer of the South a tax that is never paid?

Mr. SMITH of South Carolina. I will answer the Senator, if
he will allow me, categorically. Say, for instance, I am the
manufacturer. I say to you I want a thousand bales delivered at
current prices, say at 10 cents a pound. You say, “I will de-
liver a thousand bales of middling in October.” You go into the
exchange to hedge. The exchange says you have got to pay a
tax of $50 for this lot and $15 commission, making $65, and
the exchange will lower the Liverpool price from what it is
down to cover that end——

Mr. CLARKE of Arkansas. Does the Senator concede, there-
fore, the exchanges can fix the price they pay for that cotton?

Mr. SMITH of South Carolina. I think that within reason-
able limits they are doing it now.

Mr. CLARKE of Arkansas. Then the Senator thinks there
should be a specific contract made that would continue them
in the business.

Mr. SMITH of South Carolina. It ought not to continue
them in business unless the term is specific and withont——

Mr. CLARKHE of Arkansas. Why do we have the cotton
exchanges at all then?

Mr. SMITH f South Carolina. I say if a man was in a
legitimate business——

Mr. CLARKE of Arkansas. I do not think there is any
legitimate dealing because the person never expects that it can
be legitimate.

Mr. SMITH of South Carolina. I am frying to eliminate the
middleman, and if the exchange exists let it exist legitimately.

Mr. WILLIAMS. I should like to ask the Senator from
South Carolina, if it be true that this 50 cents per bale can be
shifted to the cotton producer, can he make that appear by
any argument whatever which does not make it equally clear
~ that all speculative expenses now incurred upon a man are
shifted to the producers? =

Mr. SMITH of South Carolina. T have claimed that all along,
and that is what I am trying to get rid of.

Mr. WILLIAMS. If that be true, does not the Senator admit
that this bill will to some extent decrease the amount of specu-
lation, and therefore decrease the amount of future business,
and therefore decrease the amount of expense which could be
shifted to the producer?

My, SMITH of South Carolina. That might be, but the
amount decreased might be offset by the burden he bears in
paying the 50 cents a bale on his hedge, whereas if yon deliver
a specific contract, what is the use of hedging?

Mr., WILLIAMS, There is one more question I want to ask
the Senator. It is if in his opinion this bill will not increase the
ﬁuml}er of actual deliveries of cotton purchased for future de-

very?

Mr. SMITH of South Carolina. If you will amend it by put-
ting in a contract that is legitimate and fair and square and
honest, I think you will eliminate the unlimited contracts.

Mr. WILLIAMS. I did not ask what would be done if
amended. I asked the Senator if this bill as it is now will not
have the tendency of increasing the number of deliveries
actually made of cotton bought for future delivery, and will
not the refunding of 50 cents tax upon the actual delivery have
the effect of increasing the number of deliveries, and if it have
the effect of increasing the number of deliveries, will it not have
the effect of increasing the number of bales the cotton man
makes, and if it increases the number of bales of cotton that
must be actually purchased, does not that increase the demand
and has not that a tendency to increase the price?

Mr. SMITH of South Carolina. The Senator from Mississippl
is too familiar with the cotton market to ask me seriously that
question, for the reason that with the unlimited contract as it
is now what would hinder these individuals from specifically
delivering, but delivering, as they do now, dog tail on the
middling contract?

Mr, WILLTAMS. Suppose they deliver dog tail; there would
still be an inereased number of actual sales of cotton of some
sort delivered, and of course if your dog tail would be exhansted
you would have to buy some other cotton.

Mr. SMITH of South Carolina. When a man receives this
undesirable cotton and finds he ean not dispose of it he will
retender it, and if there are 50,000 bales of that kind of cotton
he ean settle a million-hale contract.

Mr. CLARKE of Arkansas. Or an infinite number #f bales.

Mr. SMITH of South Carolina. Yes; he can take 50.000
bales of this unmerchantable cotton and settle a 50,000,000-bale
contract against it, because a purchaser of one of these con-
tracts when tendered this undesirable stuff can receive it and
then retender it. The seller then says, “I have actually deliv-
ered your cotton, you have accepted delivery,” and therefore he
avoids the tax. And in this way I believe they could avoid in
a large measure the operation of the law. What I want to do
is to force them to sell a specific thing and deliver the thing
they =ell. :

Mr. CLARKE of Arkansas. Before the Senafor leaves that
point I wish to ask him a question. The Senator says there are
a great many grades that you find in a contract.

Mr. SMITH of South Carolina. I would define the grades.

Mr. CLARKE of Arkansas. You would put on a penalty of
50 cents a bale if they failed to carry out the contract.

Mr. SIMMONS. I wish to ask the Senator a question. I
do not know that I understand exactly the amendment that he
proposes. Upon what conditions does he propose to tax the
transaction?

Mr. SMITH of South Careolina. To tax the present form of
contract, which is practically done by the amendment of the
Senator from Arkansas, and fo add a proviso to that amendment
exempting from faxation those contracts which specify the
grades according to Government standardization, thereby mak-
ing the law constitutional.

Mr. SIMMONS. The Senator does not understand me. Sup-
pose this contract is drawn according to the form you suggest.
Must there be an actual delivery in order to escape the tax?

Mr. SMITH of South Carolina. Oh, no.

Mr. SIMMONS. Then, if I understand the Senator, if there
is a contract in the form he has described here there would be
no tax.

Mr, SMITH of South Carolina. Practically none.

Mr. SIMMONS. There would be practically no tax. XNow,
let me ask the Senator this question: What per eent of those
dealing in these futures actually demand a delivery?

Mr. SMITH of South Carolina., The Senator from North
Carolina misapprehends the nature of the contract. Where the
contract is made specific rather than basie, no millman would
go to the expense of employing a broker to purchase for him
when he could go on the exchange and purchase as specifically-
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as he does from the broker. Therefore you would have the ex-
change as the actual medium through which cotton was bought
and sold, spot cotton.

Mr. SIMMONS. Yes: but I understand the Senator to say
that his proposition is that if the contract specifies that there
is to be a delivery within one or two grades——

Mr. SMITH of South Carolina. Noj; a specific grade.

Mr. SIMMONS. Yes, within one or two. If there is a deliy-
ery made it must be made in accordance with the terms of the
contract.

Mr. SMITH of South Carolina.
grade.

Mr. SIMMONS. My understanding is that abdut 10 per
cent of those who buy these contracts probably ask for a
delivery.

Mr. SMITH of South Carolina. TUnder the present contracts?

Mr. SIMMONS. Under the present contracts.

Myr. SMITH of South Carolina. Ninety per cent buy without
any view of delivery at all

Mr, SIMMONS. If the
allow me, the reason——

Mr. SMITH of South Carolina. Just one minute. They do
not buy them with any purpose of ever asking for a delivery.

Mr. SIMMONS. Now, how will you stop this 90 per cent of
speculative dealings by prescribing a more drastic form'of con-
tract?

Mr. SMITH of South Carolina. For the simple reason that
anyone on the floor of the Senate knows that as long as the
seller has the option of delivering anything within 27 grades
regardless of the law of supply and demand, at a difference
fixed by himself, he has got an open-and-shut game; but when
he sells a specific commodity short he may get himself squeezed,
and he takes no such option. Besides, the miliman will not
buy on the exchange to-day for this very reason, that he does
not know what he is to get. Mr. Parker said they would do
nothing of that kind because they can not buy middling and
get middling.

Mr. SIMMONS. T can understand, I think, readily how this
would be a relief to the miller, how it would enable him to re-
quire delivery according to the terms of the contract. It would
be helpful to him, no doubt; but what I understand the Senator
from South Carolina wants to do is not only to protect the
miller, the man who wants to enter into a legitimate contract,
who expects delivery and who wants delivery, but he wants to
suppress this fictitious dealing on the part of those who buy
without any purpose of ever demanding delivery.

Mr. SMITH of South Carolina. That is what I understand.

Mr. SIMMONS. There we have one man selling with no
expectation of ever being called npon to deliver. We have an-
other man buying with no expectation of ever intending to call
for a delivery. Now, how are you going to stop it? How would
it tend to stop that kind of dealing in cotton futures by simply
saying if you prepare a contract with certain specifications
in it there will be no tax on it and it will be a legitimate con-
tract?

Mr., SMITH of South Carolina. For the simple reason, Mr.
President, that, as I take it now, if I buy a lot in the city of
Washington and put up an option no law in this country can
prohibit me from forfeiting my option and canceling the con-
tract. Bot there is the lot specified. I know what I am doing.
But what sort of a contract would it be if I might buy a lot in
the city of Washington for a stipulated price, and the seller of
that lot was to specify in the contract that he was fo deliver
me any other lot that he pleases and fix the difference between
the oné he sold me and the one that he was going to deliver.
What kind of a contract wonld that be, unless I go into it
as a speculative venture on a general rise of real estate in
Washington?

Mr, SIMMONS. I ask the Senator if he does not think at
present that 90 per cent of these contracts are of that nature.
that both parties to the transaction understand it to be of that
nature, that they will enter into that, and do not care what the
form of the contract is, and you will not, by making a more
specific contract than is now required or taking the sole option
away frem the seller and giving the buyer an option, stop that
kind of a contract, because they will get out of it in time,

Mr. SMITH of South Carolina. Before I take my seat I
wish to correct the Senator.

Mr. SIMMONS. I do not profess to understand it thoroughly.

Mr. SMITH of South Carolina, The SBenator is demonstrating
that he does not. :

Mr. SIMMONS. The Senator had experience and does know
* a great deal about it, and I wish to get his view on the subject.

It must be made of that

Senator from South Carolina will

Mr. SMITH of South Carolina. Here are some of the letters
that I have received from farmers on this subject:

Owixgs, 8. C,, R. F. D, August 1, 1913.
Hon. E. D. 8MiTH, Washington, D. C.
Dear 8ir: Yours in reference to Senator CramEr's tariff amend-
B o ted ey o
ave advoea a policy not hamper capitalistzs in developi
the resources of our country, but at the same time to protect the pegp“lg
against oppression of eapitalists.
If the exchanges’ future trading In cotton are made to deliver the
cotton In grade, etc., 1 rather think they are a protection to the

farmer,
Very truly, yours, Wu. P. Hannis,

GAFFNEY, ﬁ. C., August b
Mr. B. D. 8siTH, Waskingion, D. C. : ! i

Dear SIr: Your letter of July 28 received, with Mr. CLARKE'S
amendment inclosed. Both have been carefully read, and, in reply, will
say that we, the citizens of White Plains section, deem it best Igr the
Lut%resg of ltillm fng.ntry to havten ‘tlaeemmtton.d =

e heartlly Indorse your s regard to this amendment.
Respectfully,

AL C. Lipscous.

Wixxssoro, 8. C., August 22, 1913,
Hon. BE. D. Burry, Washingion, D. O.

Dear Bir: I notice that the Clarke amendment to the tariff bill will
be up for consideration in a few days. To my mind this 1s a rather
drastie measure, and is not the remedy for e evils of the cotton-
exchange system.

I think its passage will so upset the whole cotton business that prices
will be serlously affected. 1 do believe that the exchanges should he
forced to adopt the Government standard of or grades, having
middling cotton as a basis, and not be allowed to deliver any cotton
contracts below a certain grade, and that grade should always be of
spinnable cotton. In this way a few thousand bales of unmerchantahle
= ct':}in could not so seriously affcct the price of the whole cotton pro-

on.

- - - L L] L]

*
Very respectfully, R. Y. TURXER.

Garrxey, 8. C,, August 25, 1913.
Hon. E. D. 8umirs, Washington, D. C.

Dear Sie: Your letter and amendment to the tariff bill recelved, and,
after careful consideration, 1 am- unable to see wherein the farmer
would be materially benefited in the passage of said amendment, he-
canse if a tax was put on transaction of cotton in this manner the
farmer would have to foot the bill after all, and the people who have
the money usually carry things their way.

Yours, very truly, T. H. LOCKHART,

SumMmenToxN, 8. C., August 9, 1913,
Hon. B. D. SuIiTH

>
United States Senate, Washington, D. C.

Dear S8ie: 1 am in receipt of yours of some days ago in reference to
license on cotton futures, together with a license on all sales of cotton.
Now, 1 will frankly admit my inability to suggest a proper course to
gwmua: but it seems to me I see considerable red tape around getting

tax back on legitimate sales and delivery of the actual cotton; and
1 think we best go slow on all matters like this, and even If we tax
cotton futures alone, we don't know what effect it would have on the
great cotton markets of the world. Therefore, I don't look upon the bill
with much favor.

- - - L] L - ®

Yours, sincerely, 0. C. SCARBOEOGIL

MoNTGOMERY, ALA., July 2§, 1913,
Benator H. D. BymiTH, Washington, D, C.

Dear Friexp: In reply to lll‘yr.mrs 18th July, I understand in case
the Clarke amendment to tariff bill passes and goes Into effect the cot-
ton people propose to operate in Canada or l.ive{gool or both.

It seems to me, to make matters effective, bo ours and the Clarke
bill should pass. I like your bill excepting as to thedelivery of grades,
two above or below on any contract, say, above low middling, and only
one below low middling ; that is, one grade above or one below on low
grades.

L] = L ] - - - L]

Yours, truly, Cuas, L. Gay.
Caxpew, 8. C., July 28, 1913,
Benator E. D. SantH, Washington, D. C.
Dear 8Sir: In reply to your favor of the 2Gth instant relative to

the Clarke amendment to the tarif bill, I to say that In my
opinion it wiil, if passed, work a_ hardship on the cottom grower. It
will leave the price in the hands of powerful mill syndicates and

strong ;pot men, which will naturally have a depressing influence.
ours, truly,
W. L. Du Piss.
WizAcky, 8. C., July 30, 1913,

Hon. E. D. SamirH, Washingien, D. O.

DeArR Me. SurTH: As far as my limited Judgment goes, I am of the
%%Lnion that the Clarke bill will be agsinst the best Interest of the

ath.

At our State union last week at the Isle of Palms we had an en-
couraging meeting. It was well attende 5

The union placed itself on record as opposing the Clarke bill, but
fndorsed your bill regulating the cotton exchange on future contracts
as regards grades, etec. The cotton belt needs for the Government
to stan grades and enforce its standardization.

Wishing you much suaccess, I am, RPLET:

Ront, AL

Yours, very truly, COOrEN.
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5 Kemper, 8. C., July 80, 1913.
Hon. E. D, SairH,

United States Senate, Washington, D, C.

DEAR SIR: Yours of 26th to hand. I don’t think that I know enmi.fh
about dealing in cotton futures to offer any s stion as to Mr.
CLARKE'S proposed amendment. I am not much favor of selling
cotton for future delivery. But, Mr. SMmMITH, there is one thi in
regard to the sale of cotton that I am anxious to see. That Is a
standard grade, so that every buyer and every farmer can tell what his
cotton is. In other words, if a bale of cotton will grade middling in
Wilmington, N. C,, or Norfolk, Va., it ought  to de middling in
Charleston, 8. C., or New York or anywhere else. ut this does not
seem to be the case, and the local cotton buyer is at a loss how to
grade the cotton to sult the different exporters. This is not only hard
on the buyer, but the farmer, the man that tolls and produces the
cotton, is not getting what justly and honestly belongs to him, and it
seems to me that there ought to be a standard adopted by the National
Government whereby every intelligent farmer could know just what his
cotton was. I think this would also be an inducement to the producer,
let him be landlord or tenant, to try to take better care of his cotton
in gathering it. Let him know that his cotton would be sold on its
merits, that he would get what it was actually worth at the time

he made a sale.
eWou!cl be glad to hear from you on this subject. Let me know what
; C. P. HAYES.

you think abont it.
Yery respectfully,
BurTox, 8. C., July 81, 1913,

Hon. E. D SyirH, Washington, D, C. c! ¥
Dear Sin: Your letter of 26th instant inclosing amendment to b
II. R, 3321 was received and carefully considered. While we know that our
people lose a good deal by dealing in cotton futures, still if seems to
me that such restrictions as are proposed to be placed on even bona
fide sales for future delivery would have a decid tenden to reduce
the price of cotton. Having to pay the tax and have it refunded later
would prevent many sales. Anyway the whole thing would bave a

depressing effect on the cotton market, In my cpinion.
I think we owe more to the cotton growers than to the foolish
investors in cotton futures. Better let e speculators take care of

themselves,
Yours, very truly, W. R. EvE.
ABBEVILLE, B. C., Augusi 1, 1913,

Mr. BE. D. BarTH.

Deanr Sir: Your letter received and, after thinking the matter over,
I den't believe it would be of an;v benefit to the people, as not more
than one-third of the people own land. It would be great to the land

OWners.
Yery truly, yours, - J. H. LINK.
: LAunexs, 8, C., July 31, 1913.

Hon. E. D. 8miTH, Washington, D. C.

My Dear Sir: Your letter to several of your friends in regard to the
Clarke amendment has been called to my attention, and the amendment
is regarded by all well-informed business men and farmers among them
as a direct tax of 50 cents per bale on every bale of cotton grown and
sold from the fields of the South. My main source of income is from
the farm; all that I have is practically invested in farm lands, and I
would regret to see any leglslation put into effect that would handicap
ihe great underlying product of the southern farm. Of course, it
would work all right for the large cotton corporation or large manu-
facturing corporation, who would be glad to bear cotton to the lowest
possible price and buy in their supply without regard to even the cost
of production. They would be able to command ecapital when the smaller
cotton merchant and the conservative cotton man who is not “ nervy"”
enough to take his chance without some kind of insurance such as is
glven by the Cotton Exchanges of New York and New Orleans, thus
taking out of onr market .the element of competition, which is the life
of all trade. The result would be the whole business would be trans-
ferred to Liverpool and other foreizn markets of the world, with the
discrimination against nus of the above amount. I am satisfled that
you appreciate the situation and will look after the Interest of the
farmer in the premises. With best wishes, I am, as ever,

Yours, truly, W. 1. G
. L, SRAY,

Garrxey, 8. C, July 18, 1913,
Hon. E. D. 8umitH, Washington, D, 0.

DrAR Sir: In reply to your request of my o?inion of Senator CLARKE’S
amendment to the tarilf bill I will say that I am willing to trust any
legislation affecting cotton and the cotton grower to your Jjudgment.

» . * * *

L 3 ®
Truly, E. J. Crazy,
Cuester, 8. C, July 30, 1913.

Hon. E. D. SMI1TH,
Senate Chamber, Washington, D. C,

Duar 81z : Replying to your letter of Jdly 26,
upon the amendment to the tariff bill proposed by Senator CLARKEER of
Arkansas placing a tax on the buying and selling of cotton for future
delivery, I beg to say that I have given the measure careful thought for
some time since its introduction and as yet have failed to see nnﬂ good
reason brought forward to justify its passage. I suppose though that
there is plenty of ground for a difference of opinion as to the exact
results that would be brought about by this amendment, but I am
unable to see why cotton alone should be singled out for the trial while
all other commodities are left as they are, Living in the cotton belt
as 1 do, I wish to see cotton bring as much as possible, and I am per-
suaded that any commeodity is better off when not interfered with by
the Government. For this reason I am opposed to the amendment.

] i L * . * -

J. R. HamirToN,
Ovar, 8. C., August 1, 1913,

nesting an opinion

Most sincerely,

Hon. E. D. S8MITH, Washington, D. C.

Dear Sin: I am opposed to dealing In cotton futures at all. If ple
want to speculaie on cotton, let them buy and sell actual, not lmaﬁy
cotton.

1 know you are trying to legislate to help the farmers, and I hope
you will be able to do so.
Yours, very truly, H., W. CHILTY,

BEXNETTSVILLE, 8. C., July 31, 1913,
Hon. B, D, 8sitH, Washington, D. €.

DeAR SExarTor: Your copy of the Clarke amendment received, and
in reply will say that several genrs ago it was the common custom to
put on our cotton 9 yards of bagging, and there was nothing said
or thought about it. hen the buyers decided that they only wanted
7 yards. If the cotton had more than that they deducted 5O cents

er bale. Then, to remcdfr the matter, our Iezfislature made it a mis-

emeanor to deduct the said 50 cents. What did the bugera do? They
deducted it when they priced the cotton, and we still have to put on
the 7 yards or pay that same old 50 cents.

Now, Senator, if the Clarke amendment becomes law, I know who
will have to pay that one-tenth cent. It will be you and I.

Frankly, I think that it would be rather premature to adopt that
amendment just now. Were we able to name the price of our cotton
it would be a good thing to adopt the proposed leglslation; but such
not belntghthe case, I think we had better not wave the red ilag in the
face Et e ﬂna{ncml bull_tor.- much; L . '

I and, I think, all intelligent people are aware of what you are doing
and have done for the cotton farmer. Wish to thank you for iIt.
* * ¢ Here's hoping that you can defeat the Clarke amendment,

I beg to remain, as ever, yours,
T. C. COVINGTON,

ARBEVILLE, 8. C., July 29, 1913,
Hon. E. D. 8yutH, Washington, D. C..

DrAr Sik: I have your favor of the 26th in regard to the Clarke
amendment to the tariff bill. I bave decided views as to its result ; it
will hurt the cotton grower. * *= = /

J. L, McMILLAN.

Yours, truly,
Launexs, B. C., July 29, 1913.

Mr. E. D. Su1TH, Washington, D. O.

DEAR SIR: Your letter of the 26th to hand and noted.

I am not posted or not enough nfaun the matter to tell whether or
not this amendment would be beneficlal or not to the cotton grower's in-
terest. All I can say that you look to our best interest and do what
you think would be best for us, as I know that you are better posted to
these affairs than we ale. I know that you are wide awakéd and will
do what you think best for our interest. il

Yours, truly, P. B. BAILEY.

&
BISHOPVILLE, 8. C., July 30, 1913,
Hon. B. D. Sxira, Washington, D. C.

DEAr SIR: Replying to your letter of the 268th, containing a copy of
an amendment to the tariff bill groposed by Senator CLAREE of Arkans
sas, hegi to say that I have looked over the provisions contained therein,
but owing to the fact that I have only a superficial knowledge of tha
operations of the future-contract business, I am not In a position te

ve you an Intelligent opinion regnrding the matter.

I would venture to sey, however, tha notwithstanding the fact that
the cotton producer has to sustain a great loss by the operation of
future contracts and the nondelivery of actnal cotton on same, I
think we had better go slow and be suri of our ground before taxin
future contracts to provide revenue for the Government, else we migh
have to sustaln a greater loss by the taxing of future contracts as
called for In these énrovisions proposed by Senator CLAREER.

Something should be done and done at the earliest possible moment
to relieve us of this burden. * * =* ;

Very truly, yours, E. H. HEAROX.

MarTIXs PoixT, 8. C., July 28, 1913,
Hon. E. D. By, Washington, D. €.

Dear Sir: Your letter and copy of Mr. CLARKE'S bill to hand and
fully noted. I have read the bill with considerable disgust as a farmer.
You must know that every duty placed on cotton must fall on the
grower. I am satisfied that if this amendment was tested and thor-
oughly explained to the growers of cotton that it wounld not get one
vote. I with my friends say kill this amendment If possible and you
will have turned a good trick in favor of all cotton growers.

t seems to me that some of our Demoerat friends want to monkey
with the tariff till there will not be revenue enough, and then place a
tax on our southern friends to make good.

This kind of Democracy is very thin skinned,
Do the best you can for us.
ours, sincerely,

to say the least of it.
F. W. TowLes.
Dirrow, 8. C., July 320, 1913.

——

Mr. E. D, BMrTH, Washington, D. C.

Dgar Sir: I think the Clarke amendment to be inserted in the tariff
law is a bad groposltion for cotton farmers. I have talked with you
personally, an g{em and myself were in full accord that the cotton
exchange should required to deliver specific grades of cotton on con-
tract. was talking with a prominent cotton manufacturer to-day who
said that the cotton-future market at present was no safeguard to him
48 a manufacturer, and that he did not try to hedge. e said, how-
ever, that If he could make a contract and could eall for spot cotton
running three grades, one above and one below the grade mentioned,
that it would be of some service to him. For Instance, he spins strict
middling cotton. He would be willing to take good middling, strict mid-
dling, and middling on this contract, but no other grades.

I wish to emphasize what 1 wrote you some days ago, that whatever
is done in this matter should be done very promptly. If this agitation
is continued till new cotton goes on the market, I believe it is going to
adversely affect Cprims this fall. =

Hoping that Congress and the Senate will be able to dispose of this
matter at a very early date, and with kind regards, I am,

Very truly, yours, "
WaiDE STACKHOUSE.

CHESTER, 8. C, R. I. D, 2, July 30, 1913,
Hon, E. D. SMmIiTH, Washington, D. C.

DeArR SIR: Yours to hand and noted, and in reply would say I'm
opr d to the p ge of any act that would put a tax on cotton in
any shape or form, for the farmers wonld be the ones to suffer.

{thln speculation is the only way to handle ¢fops of any kind; the
law of supply and demand

Yours, very truly,

iz no good.

W. 8. DurHAM,
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Bexeca, B. C., July 28, 1913,
Senator E. b, Bumiry, Washington, D. C. .

Dear 8ik: Being interested in eotton, both as growers and bu we
write you in refeffence to the Clarke amendment to the tariff Efu'." In
our opinion this measure will be hurtful instead of helpful to the cotton
growers of the South. Throogh the medium of this let we can
give all our reasons for our opinion, but we believe the foreigners, b
cotton merchants and cotton mills, will be the g:inern. from the
that small dealers will be badly handieapped or driven out of the busi-
ness if this measure becomes law,

We do not lose sight of the evils of speculation in cotton or any other
commodity as a gamble, pure and nmgg.!, and make no defense of this
from a moral or any other standpoint ; but we do believe there are legiti-
mate uses for the purchase gale of cotton contracts, and In' this
branch of the business we are Interested, The laws of trade and com-
mon sense are conclusive to us that competition in any llne of business
is beneficial to the seller, and I this measure does not destroy competi-
tion we do pot catch the meaning of the bill.

That there are evils and abuses of the present system in New York
we fully recognize and would like to see corrected, but we do not believe
the Clarke measure will give the rellef needed.

In our oplnlon your req‘\{lrlu the naming of grades sold is the
right solution of thls matter, e would suggest one amendment to this
bifl stip ﬂnﬁ that no grade below that recognized by the Government
gtandard should be deliverable on eontract. We believe if this is done
all Interests will be protected.

For some reasons we should be glad for the Clarke measure to be
tried, mainly because a large number of farmers believe speculation in
eotton Is always agalnst the grower, which opinion we do not share.

As constituents of yonrs we write youn ter and trust you may
take our view of this matter and use your influence to defeat the Clarke
amendmvent. o R

ery ¥, yours, . W. GIGNILLIAT,
P. M, Cany,

ABpEVILLE, B. C,, July 28, 1913,

_—

Hon. E. D. Surre, Washingion, D. O.

Sie: Your letter inel proposed amendment of Senator
Cranks to tarilf bill came duly te hand. I am afraid that the result
of the passage of that bill, or, rather, that.amendment, will injure
the cottom growers rather than belp them. My observation has been
that speculation keeps up the price of cotton. I am satisfied that if
a tax is put en (-ver%oootton transaction for future delivery, that the
cotton mills of the SBough will combine and 'will lower the price of
cotton. In any town In this State hav a cotton mill, only one
buyer, the one for the loeal mill, is put In any mill, and if it were
not for the export buyers the cotten growers would suffer. My idea
is that a tax shonld be put on the exchanges so as to insure only
reliable le entering Into the business, but I doubt 'rer% serjousl
the antﬁng a tax om each sale. All of our southern mil
buy largely for future delivery, and to hamper them with a tax will
not only put the mills to great Inconvenlence but, In my judgment
will have a tendency to lower the price of cotton. Every bale o
cotton sold would be beught by the buyers with the idea of a tax on
it and the farmers would get just that much less for his cotton. I
do net believe the amendment will have the effect that is thought by
its author f¢ will have, and » am afraid that it will have the opposite
effect. With best wishes,

< War. N. GRAYDON.

—_—

Yours, very truly,
GAFFXEY, 8. C., July 28, 1913,
Senator B. D. BairH, Washinglon, D. O.

Dear SexATor: Yours of the 26th recelved and noted. I have read
the Clarke amendment carefully and in my opinion as a farmer and a
merchant, T belfeve that the amendment would be detrimental to both
classes, especlally g0 to the farmer, and of course the farmer's Interest
is the merchant’s interest. If this amendment should become a law
the cotton crop will be contracted for by a few strong cotton people
and manufacturers, and I would consider such a very dangerous law.
In my opinion it wculd be mueh better to abolish ‘the cotton exchange
altogether than to have this amendment become a law.

1 think if the New York Cotten Exchange would be governed by
Ee :?ﬂnq‘iebemb?nmd regulations as the New Orleans Cotton Exchange

o er.

I think if the Clarke amendment becomes a law the supply and
demand will have very little to do with prices.
J. A. CARROLL.

Yours, very truly,
— »
CoLuMBIA, B, C., Adugust 1, 1013,
Mr, E. D. SymiTH, Washington, D. 0.

Dear Mr Ssirm: Your letter of 26th to hand, relative to the Tro-
posed amendment to bill H. R. 8321. WIll say that I have consulted
gome three or four neighbors, and after a ea 1 study of sald amend-
‘ment it is the opinion of the others, as well as myself, that the amend-
ment will be & burden rather than a beneficial amendment to the grower
of cotton.

£ - - L] - -

-
Yours, truly, J. B. Poaa.

¢ BENNETTSVILLE, 8. C., August 15, 1913.
Hon. E. D. Suirir, Traeshington, D. O.

Dusn Bmw: * @ * T do not believe the dpnsslng of the Clarke
amendment to the tarif bill will be of any advanta to the cotton
growers of the South, though a great many seem to hold to the contrary
opinion, am -
Yours, respect fully, Joms W. Drixn,

Y
CHESTER, 8. C., August 13, 1913,
Hon, BE. D. BarTm, \
DEAR S1R:
L] - L] - - L] -

As regards the amendment to the tariff bill as proposed by Senator
CrLAREE, 1 think it is of doubtful wisdom at the present time, * * =
1 think the Clarke amendment is Inopportune. The marketing of the
new crop is just cpening and legislation should be avoided, as it tends to
create uncertainty in_the minds of dealers and consumers and te throw

a damper over the nbvement of the crop. As much freedom In actual
cotton transactions should be given

the farmer and man T as

le, but speculators and cotton exchanges should be regulated in the
ture by some judicious legislation restraining them from thelr enor-
mous transactions in order to control the market price of the staple.
Apprecia mut efforts in behalf of the farmer, 1 am,
L

tin,
Yours,
J. J. BTRINGFELLOW.

—_—

Buerox, 8. C, N .

Hon. B. D. 8SMITH, Washington, D. O. At 1L B9

have mii'éuﬁfﬁ“’%‘ﬂf°i°§§'z1°i$amtmbﬁm°' 1‘.1 ‘t.v‘l?u?d ool o

T e i o sy (ncrate
e have X people working in our s and many th

dollars invested in them, and anything that we do thnt’ mﬂ"ﬁfﬁ?:fﬁ

the 1lra.lue of their product will reflect on the interests of those 400,000

e,
ow, it Is a fact that the prosperity of our mills depends on the
i T e T R N T R
ut o o use it and mos s value is
much of the proft of the mill with it : B o

As you well know, the cotton market Is not steady, therefore the effort
of the agent is to buy for future delivery when cotton is low. As no
man can foresee the market with absolute eertalnty, it becomes neces-
sary that large buyers shonld have some means of protecting them-
ﬁ;a:fa uyigé a great decline in the market or they can not take the

The buyer's protection 1s the sale of futures when he belleves he has
made s porchase of futures at a price that will be higher than the
market will be at the date of that future dellvery.

This bill, therefore, strikes at the prosperity 3 every mill that has a
man smart ennugh to make It a prosperous institution, and through the
mill at the 400.000 employees, at a time when the knife has been put
into their profits by the revision of the tariff In the most radical man-
ner. Can they stand it and live? This question, I believe, Is of im-
portance to the State. 1

Although T am enly a farmer, I can see that an interest as great as
that of the mills of Btate carries with it the interest of the farmer
who raises the cotton and the food for these workers who do not pro-
duce these things.

Yery truly, yours, B. C. Price.

PLEASANT LAXNE, B, C., August §, 1913.
Hon. E. D. BMITH i g y

United Htatct’Smntor, Washington, D, O.

Dear Friexp SMiTH: Replying to yours of a few days since, atking
me to give my views on the Clarke amendment to House bill No. 5321,
will say that, in my opinion, dealing in futures should be prohibived
entirely. As to the amendment providing for a tax levy of so much
gzr {):und on each agreement to purchase or sell will result as did our

g tax on fertilizers, viz, figure in the price of the product; in other
words, the price will be fixed with an eye single to the payment of
the tax. Our prices being fixed, I am ”“{,m say, by the speculator
and not us, the producers, as it should be.

I have reading very carefully the acts and doings of the present
session of %rm. as every man whe has the welfare of his conntry
at heart s d do, and we farm hould congratulate ourselves
that we have succeeded at last in having a man to represent us in
our National Government who Is looking after our :Interest, and we
should thank you for each and every one of your many able efforts in

our behalf,
Your t against the approach on us of the boll weevil is grand. I
stmi:er:i{ “og that ywmwgﬂ he crgwned :idthe mt;c;s: in t.hl.s.‘ru well
as in e many other good measures advocat ;
With kind regards, e
W. A, StrOM,

I am, your friend, truly,
CaMDEN, 8. C., August 9, 1913.

Hon. B, D. Surrm, Washingion, D. 0.

Dmar Sie: I recelved your letiter of July 28, Inelosing copy of Mr.
CLARKR'S pro amendment, and have read the amendment earefully.
Just what effect a tax of G0 eents per bale, or §50 per contract, would
have on dealing in cotton futures is problematic, but I am of the opin-

fon that the operators would simply take the additional risk and con-
tinue to do business. Of course many of the smaller operators would

probably not take the risk and would not operate altogether as much as
now., ether or not this law would affect future trading In cotton to
the extent that the exechan would be put out of business is yet to be

if it wonld have sufficlent effect tc do this,

geen, and I doubt very m

In regard to spot cotton would say that Inasmuch as the exchange
fixes the price they most assuredly wounld quote the price 10 points
below its actoal market value, and thereby put the burden of the tax
upon the farmer to the extent of production. This much seems eclear
to me. Mr. CLAREE evidently means to try to do something in the
interest of the farmer, but I am unable to see where there is much
benefit in this law for them It seems to me that a law along the line
1 gui:gested l7‘(13‘5‘.]';:::& time ago covering future transactioms of every kind Is
what we need,

We want legitimate busin®ss and plenty of it, and therefore do not
want to hamper legitimate trading, but we do want to stoge:]xmlatlng
and gambling as it is now ecarried on. In every business that has
any foture attached there is always more or less speculation, so we need
a law to leave legitimate transaetions open and unhampered. Briefly, a
law #uch as 1 suggested requiring the actual delivery and mnirpt of
e thing sold for future delivery could be more successfully enforced
lm o t%e important nations of the world had a similar law. Hugpoue
you talk the matter over with Mr. Bryan and see what he thinks of
making a estion along this line to all of the larger commercial
nations. As 3 see it, the business as now allowed earried on by our
Government is wrong In principle, and I believe we now have
proper men at the head of our Government to correct this evil

Yours, truly,
JouN T. MACKEY.
Cuester, 8. C.,, August 9, 1913,
Hon., B. D. S8aarw, Washington, D. C.

Dear Smz: Hon. J. H. MecDanlel, probate judge of thls county, has
kindly referred a communication of yours in regird to taxing dealings
in cotton futures to me for expression of oplnion by farmers and
business men on the same. Now, my dear Senator, I have not the time
or ability to go into a discussion of this measure, but from the fact
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that everything that the southern farmer buys Is left out of the bill and
the only thing that he sells is enough to warn me of the old saw, ' Be-
ware of Trojans bearing gifts,” SR

Yours, traly,
Mariow, B. C., August 9, 1918,
Hon. E. D. 8M

ITH,
United Stotes Senate, Washington, D. C.

Dear Bir: Your letter of July 26 recelved, and should have had an
earlier reply, but the writer has been away on a little vacation. You
ask if I thﬁ)k the Clarke bill would be beneficial to the cotton 'Wer,
I most assuredly dol not. In fact, I think the producer would hurt
more than anyone else,

If the Clarge bill becomes n law, who will pay this tax. TUltimately
it will come out of the 5Jumdlmzer. and will Eimpl{a mean the Govern-
ment putting a tax of cents per bale on the farmer's cotton—not
directly, but Indirectly. It will figured In the price of his cotton.
1 know some people take the stand that the cotton exchange should be
abolished nltoge:ger. As a producer I can not see it tha wayf for I
believe the cotton exchange run properly Is a good thing for the farmer.
I am connected with the cottonl mlm here as superintendent, I am
also a farmer—ecotton my principal erop.

.- For the past few years I have bm:%ht a good tgi"t of the cotton
the mill uses and have kept up ?rotty closely with the spot and future
market. From my experience honestly lieve the farmer derives
more benefit from the cotton exchange than the manufacturer. To
o into details to explain my position would make a letter too loﬁj
?’Iease don't understand that I thimk the cotton exchange Is
right In every particular, for I do not. But I do believe if some
re were p d to regulate the exchange and not tax or abolish
it, it would be the best thing that could be done for the producer
Yours, very truly, 7 O T

—

Brackvinie, 8, C,, August 20, 1913,
Sepator E. D, Sarra, Washington, D. C.

DEAR Sir: I expect to gather this Ele“ 800 to 1,000 bales of cotton,
and to-day sold throungh Messrs, R, Rountree & Co., of New York
City, 200 bales for October delivery.” They charge me 15 cents per
bale. The Augusta factors charge me 85 cents to $1 per bale. 1 do
not expect to make delivery of this cotton to Messrs. untree & Co.,
but do expect to keep these 200 bales sold with them until 1 make
delivery in October of the actual cotton to the mill or exporter paying
the best price on day of delivery. Of course, I have the option of
either covering these 200 bales on the exchange in New York or of
shipp the cotton to Alessrs, Rountree & Co. and making delivery to
them. In the past it has proved more profitable to cover on the ex-
change and then sell the 200 bales to the local mill broker or exporter
paying best prices on day of delivery. Should I sell these 200 bales
through a factor or mill broker or exporter. they would charge me a

reminom of $70 to $85 more than Messrs. Rountree & Co. on each 100
Eales. Besides, if T sell through a factor or broker, I have no option,
but must make delivery. slthough some other buyer on day of delivery
might be paying one-fourth cent higher basis. Besides losing this one-
fourth cent, or $125 on each 100 bales, I would also be paying the
factor $70 to $85 more per 100 bales than I am now charged on
the New York Cotton Exchange. In other words, a tax on cotton
futures will be a distinct loss to the business men here, I hope you
will kill the bill

Yours, truly, J. M. FARRELL.

Lucorr, B, C., August 2, 1913.
Hon. E, D. SMITH.

MY DeAR Sir: I bave studied this amendment and have shown it
to some of my neighbors. If a tariff or tax is put on those cotton buy-
ers or dealers, they will make us as farmers pay all tax put on them;
and. on the other side of it, if that would have any effect or be the
means of stopping so much gambling on cotton it may do sgme good.
EBut we all know that you will do all you ean for us. so we decided to
leave 1t all to you and not moke any proposal whatever as to that
amendment, as we all know yon are the right man in the right place
and will do the right thing for us,

- - L - . L L
Yours, truly, Joux 8. HAMMOXD.

CaesterrIzED, 8, C., R. No. 3, August 8, 1913.
Hon. E. D. Barrh, Washington, D, C.

My Dear B1k: Replylog to your lnqnlrs of July 28 as to the wishes
of cotton growers as to II. R, 3321, I had already noted same in daily
papers, and probably have a unigque opinion as to same, to wit:

believe It a erime against the cotton growers and should be made
s0 by law to allow cotton exchanges or others to sell futures, never
intending to deliver the actval cotton or commodity sold.

Therefore I think same should be punished by fine or imprisonment,
and not licensed nor allowed under any ecireumstances. On the other
hand, where sales are made in good faith and deliveries only can be
made, T feel that it is nontaxable, or should be.

I wish to personally thank you for the efforts you eeem to be mak-

ing for we cotton growers. e ean feel that we have some one at
headguarters to see that we get what is coming to us at last.
Yours, truly,
W. J. Opoar.
—_—
BELmaA, N, C., August §j, 1913,
Hon. E. D. 8§

MITH,
United States Sonale, Washington, D. O.

MY Drar Mg BuiTtH: I received, just before leaﬂnﬁlhome for a visit
to North Carolina, your valued communication, and thank you for the
compliment you have paid me in sending it to me.

My rule in attending to my business is, if I have a good man to do
it, to leave it to him to do and get at some other work myself. Now, I
feel we have our best men in Congress, and that they have a hard row
to hoe, and that they are doing it well ; so we had better let them hoe
it themselves, and let us hoe the cotton row at this end. So go ahead,
boie: do the best you ean ; * angels can do no [nore.”

veral months ago, at a meeting of our feultural m!em
Edesto IslamhI one member thot;ght we, thmnf hlm,b“t'eonld
80

Copngress on the tariff; but we thought you all knew we sat

down upon him. I now do not think any of us have had cause to
change our minds silnce then. '

I am glad and feel proud of the prominent part you are takhés in
Congress. Now, do not say and do as one of our generals sald and did
not do, which made us lose the Battle of urg, " We have had
honor enough for one day,” and, like him, stop the ﬂght. On the con-
trary, I want you, in good old Methodist style, to shout and sing:

“ N'er think the victor{y won,
Nor once at ease sit down;
Our arduous work will n'er be done
"Til we have gained the crown."

Then, with President Wilson's Preshyterian doctrine, *The final
triumph of the saint,” the American Nation will resound in praise.

With my most sincere regards,

Yours, TowNsEND MIKELL.

—
MuLrixs, 8, C., August 2, 1913,
Senator BE. D. 8MITH, Waskington, D. O.

My Diar Sir: Your letter duly received, and I wounld have complied
with your request to write you fully concerning the Clarke amendment
to the Underwood tariff bill, but find that I am pot equal to the
occasion. I always naturally felt that gambling in eotton futures ought
to be stopgcd. yet I can not give you any argument that will convince
you that the passage of this amendment will in any way help prices of
cotton. On the other hand, if its passage would destroy the functions
of the New York and New Orleans Cotton Exchanges, as is eclaimed,
and prevent hedging, etc., 1 am afraid It {s not the right thing for the
Democratic Party to do now. If the Underwood bill [s passed, it will
be glory enough for ome time. 1 most heartily commend the measure
You propose with reference to naming of grades in future contracts.

L] - * E L - -

Bincerely, your friend, N. A, McMILLAN.

ForT Morre, 8. C., August §, 1913,
Hon. E. D. SMITH,

Deax Sme: Yours of July 26 to hand and contents noted. Lf supphy
and demand is what we need, It looks to me that Mr. CLARKE’S amend-
ment is all right. but we will be fought there is no doubt. But I think
that it will be best for the future. But you are at the seat of war,
where you can see from both sides, and it may look different. I spoke
to Mr. J. E. Wananake and Col. Banks, and they are of the same
opinion ; but we will have to depend on your good udgment.

Yours, truly, -
GEO, W, FAIREY.

JoxesviLLe, 8. C., August }, 1913.
Hon. E. D, SMm1 ot

TH,
United Btates Senate, Washington, D. C.

Dear Sie: Yours of the 26th of July to hand and contents noted.
As to Senator CLARKE'S pro amendment, I wish to say that yoo
have been on the firing lne in behalf of our farmers so long that Sena-
tor CLARKR should take lessons from you, much less I, as one of the
farmers, to give you any information ‘along this line. I am satisfied
that you will do your whole duty. You have done more for the farmers
of the South than any man among our great lawmaking body In Wash-
ington to-day. I will say to you what Stonewall Jackson sald to Gen.
Pender on one occasion. * Stand your ground."

i J. W. Bcorr.

Your friend,
JouxsToN, 8. C., August j, 1913,
Hon. E. D. 8M1TH, Washington, D. O,

Dear Sir: Yours of Julﬁ 26 to hand in reference to Senator CLARKE'S
i@:l::'%-'elzldl::aeni: to bill H. R. 8321, regulating the dealing in cotton
utures.

It has my hearty approval and that of all farmers to whom I have
mentioned it. T baven't found anyone except bankers, merchants, and
cotton buyers and speculators who disapprove this amendment, It does
look like the producer should have the right to say what laws he pre-
ferred governing the sale of his cotton, and I fail to see why a non-

roducer should be so interested unless he has a fat thing in it sowe-

ow.  They say if this law Is passed it will ruin the country. 1 think
if it requires a set of speculators and gamblers to create a market for
cotton and cotton will not sell on its own merits, It would be a good
thing for farmers to let alone, and I for one say if It ruins us, as
they see it, let us have it

I{ can not burt us much worse, for it Is like swapplng dollars to
make it now. 1 appreciate your efforts in behalf of the farmers and
read all you have to say through the papers, and congratulate you for
your courage and wish you success in all your efforts,

With best wishes, 1 am,

Yours, sincerely, . A. B. BROADWATER.

SAN Axnrtoxio, TeX., July 18, 1913.
Senator SMITH, Washington, D. C.

Dear Bir: I would suggest that you introduce an amendment to
the Clarke amendment providing that said amendment shall only
apply to such future cotton contracts as do nol specify the grade
so!ii. a?d do not provide for delivery according to Government stand-
ardization.

Your bill should be passed, and this is all the legislation that should
pass on _this question. -

Very truly, yours, W. F. MiLLER,
821 Mason Street,

PexXpLETON, 8. C., July 15, 1913,

—

Senator SymiTH, Washington, D. 0.

Dear Sir: I see that Scnator CLARER has Introduced a bill to tax
contract cotton 50 cents on the bale. By all means ose your influence
to defeat this bill. If this bill passes, it will virtually put the cotton
exchanges out of business. That means Iow»lirica cotton,

Your bill to regulate the exchange to deliver the grades they con~
tract for Is what we need.

I hear It favorably commented om by the best people all over the

Btate.
B. Hagrris,

Yours, truly,
Asmeviire, N. C., July 31, 1913.
DeAr SBENATOR: Your letter containing ¥ of CLARER’S amendment
received to-day, forwarded from Dillon. I have read it over; in fact,
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had read it before, and I had talked with some of m{ friends about it,
and 1 am yet of the opinion that we, the farmers of the country, can
not be benefited by it at all. Of course, 1 may be wrong, but I believe
I am right. We want a live market for what we have to sell, and the
more people deal in it the more life there is about it; but ‘I do not
think the buyers of cotton should be any more hs.ndicapﬁ?d than the
geller., Whatever is done about it, any extra expense will be figured
out of the producer, The trouble is and always been our farmers
are one to two years behind and can not hold a crop of cotton or even
one-fourth of a crop, and are compelled to put it on the market earl
in the fall and take what they can get in order to pay bankers an
merchants what they owe them. Now, last fall I bought one day for
the cotton mills 400 bales of spot cotton from a New York firm, then
they bought this cotton from another cotton dealer, and all of these
go le had to hedge against loss when they sold and when they bought.
ag they have had to lisa{ this tax it would have been an immense
nto

amount of trouble to go all this thing of paying taxes and refund-

ing, etc., and had we have had to do this I do not believe we could
have traded at all.
L] - - L - L] L]

I will hate to see the Clarke amendment go through.
Yours, very truly,
A, J. COTTINGHAM.

Mariox, 8. C., August 8, 1913.
Senator E. D. 8urra, Washington, D, C.

DeAr Sim: Yours of recent date with copy of an amendment to tariff
bill by Senator CLARKE received. think the amendment is proper and
shoulil become law. I am in favor of any law that will do away with
the New York Cotton Exchange, which i2 only another name for gam-
bling. As i;ou know, it has cost our people millions upon millions of
dollars. 1 have no patience with the arguments which are used trying
to defend the exchange, in that it is beneficial to the cotton growers,
when the truth is that it has done more harm to the cotton growers
than all the blight and boll weevils combined.

If this amendment can become law and the tariff and currency bills
ass we s;mthem people would begin to enjoy freedom from our hereto-
ore masters.

I want to congratulate you and all who had a:;{thlng to do with
getting the Government to relleve the South and est of the money
strlnqncg and getting us out of the grasp of the money sharks of
New York. Our people are delighted with what Congress is doing and
attempting to do and have unlimited falth in our representatives in
Congress and Woodrow Wilson and his Cabinet. The fact is we feel
like a new era has dawned npon us and that our great country is still
the home of the free and the brave,

With best wishes for your future sueccess, I am,

Yours, truly,

£

J. D. MONTGOMERY.

JoxesvitLg, 8. C., August 7, 1913,
Hon. E. D, 8umira, Washington, D. C.

Deanr 8ie: In reply to iyom' letter of the 26th regarding the Clarke
amendment to the tariff bill, will say that I have discuss this matter
with several In this section and all seem to think that it best not to
pass this measure afni'l' the end the tax would fall on the producer.

[ ver,
SOUEK (XS4 s D. B. Freg, Jr.

MocoxTviLLe, 8. C., August 7, 1913,
Hon. E, D. 8miTI,
United States Senate, Waghington, D. C.
Dean Sir: In regard to yours of the 206th of July * ¢ . ne!%?-
bors and myself think that all such taxes will be obliged to be paid by
the producers of cotton, so please don't allow any tax to be put on

cotton.
i D. R. CRAWFORD,

Yours, traly,
Cassarr, 8, C. August 7, 1913.
Mr. B. D. Saura, Washington, D. C.

S1r: You send me a copy of amendment to the tariff bill proposed
by Senator CLARKE of Arkansas, and to write you whether or not I
think it would be beneficial to the cotton growers. I faill to see where
the cotton grovfe‘:;s would be benefited in its practical operation. * * *

Respectiul
v 4 H. T. Davis,
NEwWBERRY, S. C., August 6, 1913.
Hon. B. D. 8atm,
United Ktates Sgrate, Washington, D. C.

DeAr ED.: Your letter received. I have given the bill very careful
study and have reached the conclusion that it wlll add another burden
upon the farmers. You could never adjust the tax as it is Intended
in the bill, and there 15 no power Congress possesses that could adjust
it. We would in the end pay that tax at such price as we would be
forced to accept for our cotton. * * * -

Your friend, H. H. Evaxs,

Laxe- City, 8, C., August 7, 1913.
Senator BE. D. SaurH, Washington, D. C.

DeAr Sexaror: I have examined your bill sent me some time an
and think It is a very iood bill. I ‘want to congratulate you on the
fight you have been making and are making to-day in behalf of the
farmers of the Btate. * * *

Very sincerely, J. A. GREEX,
WAMPEE, 8. C., August §, 1913.
Hon. E. D. SumitH, Washington, D. C.

Dear Siz: In reply to {oux letter of July 26, in regard to amend- |

ment to tariff bill, as to g sales for future delivery, I find lots
people in favor of it. Persomnally, however, I' do not agree with it,
mers often sell futures to an advantage. However, I realize that
my own personal ideas are of little value to you. I feel sure that iyou
ge doing Jgur duty to us, as you see it, and I am perfectly willing
lea balance to your care, feeling sure that you will secure
avery t possible for us.
- JoHN A, BELL.

Isvaxorox, 8. C., August 5, 1913.
Hon. B, D. 8SmiTH, Washington, D. C. g J % '

Dear Sie: Yours of the 26th ultimo recelved in due time, but I was
very busy and could not give the intended Clarke amendment the
proper consideration.

1 have gone over it carefully and can not see where it will bea any
burden upon the cotton growers. I think it would be better to have a
separate bill prohibiting the dealing in futures altogether. If I under-
stand It aright this amendment puts a tax of one-tenth per cent per
Eﬁunﬂ on those who buy and sell cotton for future delivery, but refunds
oreﬂgax sa}ve.here the cotton is actually delivered according to the terms

]

It 1s true the mills claim they have to buy ahead, and a great man
farmers secll ahead, but they can do It without violating the law a);
roposed by this amendment or without being burdened by the law.

owever, I doubt the wisdom of even anyone under any circumstances
selling for futurs delivery, unless the price could be so regulated as to
preserve the proper equilibrium in the cotton trade.

Under the present laws a debt-ridden people, as our cotton growers
are, living this year on next fall's crop, are entirely dependent on the
gamblers of the country for the price of their cotton.

But we are told to organize. grant the farmers are not sufficiently
or%anised to protect themselves from many injustices, such as the pres-
ent ralse in Jute bagging, but when we are told to organize to hold
cotton which is sold a year ahead, without a price stipulated, it is all
bosh. KEstablish a safe governmental system of warehouses where the
garmcr can deposit his produce, without the dread of being swamped
y a set of rascals, and can draw on the Government for a safe per
cent (safe to the Government) of the value of said produce, and you
will see the prices of farm products properly adjusted, and the farmer
rise from his impoverished condition.

Wishing you much success in your endeavors to help the farmers,

I am,
Yours, truly, D. M. Vanx.

Wansaw, N. C,, 4u 'y .
Hon. ELvisoN D. Barrm, N e e T
Washington, D. C.

My DEAR SENATOR : 1 have carefully read all that has been said with
reference to your bill to regulate deliveries on future exchanges and all
that has been said with regard to the effect of the Clarke amendment to
the tariff bill, and to both pro itions 1 have given much study and
thought ; in fact, I have been studying it for years, knowing that Con-
gress would probably pass some regulatory measure in the course of
time, And I desire to say that I approve of your bill and believe that
it will have the effect intended; but I disapprove of the Clarke amend-
ment and belleve that its principal effect will be the establishing of
Liverpool as the sole price-making machine. It will eliminate hundreds
of small cotton merchants; force a concentration of big buyers in Eng-
land, making It well-nigh impossible for a native exporter to compete
with foreign exporter; take from the market millions of speculative
money and thounsands of speculative buﬁers; destroy all nonfuture ex-
changoes and many boards of trade in the Bouth. In fact, it will cost
the South from 3 to 5 cents per pound in the price of cotton and may
bring about such financial disaster as we have not seen since the war,
I know you make a specialty of cotton matters and are well informed
on the subject, and I eertalnly hoEe {ou will use your kndwledge and
power to prevent the adoption of the Clarke amendment.

Respectfully, yours,
Jos. B. Jouxsox.

BENXETTSVILLE, 8. C., August 5, 1913,
Senator E. D. Sumrira, Washington D. C.:

Replying to yours of July 26 in regard to Senator CLARKE'S amend-
ment to H. R. 321, will say that I do not know of any benefit that will
acerue to the cotton planter from this bill. 1 have asked others, and
they say that they are unable to see it. own_ opinlon s it is a
direct taix on cotton indirectly collected. I do not deem it desirable to
prohibit trading in actual cotton on cotton exchanges. I know of no
good in cotton futures.

Yours, truly, B. C. Coxm
—
Vaxce, 8. C., August 1, 1913,
Senator E. D, Syurm, Washington, D. C.

DeAR Sir: Your letter of July 206 has been received and carefully
noted. 1 am glad you wrote and thus gave me an opportunity to write
ivuu. I for one am opposed to the passage of any such law, because it
ooks to me that all or nearly all the efforts that are made to benefit
the farmers of the South rebounds to their detriment. I am opposed
to the dolng of anything that will injure the price of cotton, I think
all the tinkering with law as to futures and the prosecution of those
who were trying to bull the market has almdﬂ cost the farmers a
good deal of money. If it is law to prosecute the bulls for trying to
put the price up, it should be law to handle the fellows who are
trying to put the price down. I belleve the cotton exchanges are a
benefit to the cotton planter, and to levy that tax will drive them
out of existence. '

- * L] L] - - -

Very truly, yours, J. F. FELDER.

CorxWELL, 8, C,; R. F. D, 1, August 2, 1913,
Mr. SMITH,

Dear Ste: In reply to your letter July 26, will say I think AMr.
CLARKE'S amendment, if you can get it, will be a good thing. I belleve
in a square deal, but we don’t get it. If a man buys cotton, it should
be delivered. If he sells, he should deliver the goods. I would say
work for the amendment.

Respectfully, W. A. GLADDEN.

CaMDEX, 8. C,, August 2, 1913.
Hon. E. D. BMITH : 4

Your favor of July 26 received and the inclosed amendment, which
I believe to be against the cotton grower and would help to lower
rather than lift prices.

Yours, truly, HexXnY SAvVAGE.
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FARMERS’ CoumprrESsS & Warenovse Co,
Montgomery, Ala., July 14, 1913.
Senntor E. D, Buitm, Washington, D. C.

Dear Friexp SuiTH: The New York and New Orleans Cofton Ex-
changes have been flooding this country with literature and ar-
ticles begging help to kill the Clarke amendment to the tariff bill. To-
day our committea of three from the business men’s league of this city
reported In favor of the bill; also some of our leading cotton men,
notably I. Well, of Weil Bros., and William Marke, of Marks & Gayle,
both large cotton buyers, are in favor of it. This pleases onr farmers,
who desire to see the New York Cotton Exchange taxed out of existence,
also New Orleans Sut on a striet spot-cotton basis.

As you know and we believe our country has been pauperized by the
New York Cotton Exchange. It is no spot-cotton market. and we see
no reason for its existence except as a gambling outfit. Let the good
work go on. Our country has overrun this season by so-called
traveling crop experts sent out by the New York Ixchange. Most of
them are voluminous liars and bhardly know a stalk of cotton from a
cocklebur stalk. They have succeeded only in allowing foreigners to
buy up the cotton held for better prices at a low figure, which has been
qnfte disconraging to all holders,

 With regards, your friend, Cmas. L. Garx.

WATERLOO, LAUREXS CoUxTy, 8. C., July 13, 1913.

Hen. B. D. SyurrH, M. C.,
Senate Chamber, Washington, D, C. f
Ay DEAR BENATOR: Your kind and encouraging letter 1 received in
due time, 1 will wateh the fmgrem of the currency bill, and when
fairly launched in Congress will run on to Washington. I have
geveral very nice letters to produce.
1 am giad to see the Semate subcommittee fayors your cotton-grade

Ll
With my best respects, I am,
i truly, : ’ CEAREXCE CUNINGHAM,

; CuArLEsTON, 8, C., July 7, 1913,
Senator E. D. SBurrH, Washington, D. C.

1 sincerely trust that you will make every effort to defeat the present
amendment introduced Dy Senator CLARKE of Arkansas placing tax on
purchases and sales of cotton for future delivery, as same wou d prove
most harmful to all handlers of cotton and would be at the expense
of the planter, &s he would not be able to find a ready market at all
times on which he could dispose-of his cotton at the tull price, as
there are times when shippers buy cotton without being able to pass it
on to spinners, but are able to protect themselves by selling futures.
'.llz:“;:l proposed amendment would prove ruinous as well as a restraint to
trade,

W, GorpoxX MCCAEE, Jr.

Mr. LODGE. Mr. President, I do not propose to discuss this
question at all, for T am free to confess the intricacies of this
business I do not understand, and I understand it still less
since I have heard the cotton manufacturer called a miller.
But there are people who do not speculate in futures, but who
buy and sell cotton, who believe that this will have a bad
effect on the consumers to whom they sell and the producers
from whom they buy, that you will not get rid of the abuse of
gambling in futures, which is an admitted abuse of a gross
kind, but only transfer it to delivery.

I have three letters from a leading firm who do not speculate
in futures and are among the largest firms in the country in
dealing in cotton. I ask that they may be printed in the
RECORD,

The VICE PRESIDENT. Without objection, they will be
printed.

The letters referred to are as follows:

Bostox, Mass,, July 1, 1913.
Hon. HENRY CABOT LODGE,
United States Senate, Washington, D. O.

Drar Siz: We feel very strongly that those advocating the amend-
ment to the tariff bill placing a tax on transactions in future-delivery
cotton are not familiar with legitimate cotton business as undertaken
to-day by those not Interested even remotely in speculatively buying or
selillng contracts, but as a protection against actual business done with
spinners.

i]111 our own case, we have no cllentele who buy or gell through us
Our business is confined to actual es to
As business is done nowadays, a
great many of the mills at this time of the year and through the
summer place contracts ahead for goods. In the sale of such goods
they are forced to either sell their goods and speculate ns to what the
price of cotton will be when cotton is available during the next erop,
or Yrotm:t themselves bf buying cotton for fall shipment through su
denlers as they trade with, :

As far as we are concerned, there are only three ble methods
which we could pursue—either sell the mills speculatively short and
risk buying In cotton next fall at a lower price, or buy contracts for
mill aecount and turn them into cotton, as they advise us to next fall
or buy contracts for account of our correspondents which they would
turn into cotton next fall. In none of these transactions would
actual dellvery of future contracts be expected. The purchase of
would simply be to protect ourselves or the mills inst an advance
in the market when the actual cotton of the gual satisfactory to
them was available during the next crop movement.

Very often the cases are reversed. In the fall of the year the mills
know they must secure such gualities as they need when they are
available.” On the other hand, a mill which does not wish to speculate
must either buy its year's stock and risk the market later—that kl'
that it might be a great lower in the late winter or s rh]f i
the crop Is large or trade s poor—or hedge a certain amount of its

urchase by the sale of contracts, As they sold their goods they would
gu in these contracts fixing the price of their cotton.

e realize that speculation in cotton has been harmful, but it has
been more harmful {o the manuofacturer tham anyone else. On the

speculatively for cotton.
tg:c varions New BEngland mills,

other hand, the purchase or sale of future contracts affords the manu-
facturer a protection on every lot of goods sold ahead or actual cotton
purchased against which he does not care to fix his p on account
of his inability to sell goods ahead. The same is true of the legitimate
dealer who buys future contracts against sales to mills or sells con-
tracts against actual cotton In hand which he iz not desirous of being
long of on the market, and risking a decline which would wipe out not
anlf his profit but possibly cause him a severe loss, and in none of
which cases the acceptance of purchase of futures or delivery on sales
of futures would be contemplated. f the contemplated tax should
pass, as business Is dome so close, it Is needless to say it wonld
simply be the means of eliminating this protection and would not
Eer“ent this character of business from being done abroad, and would
driving business out of this country without in any way checking
speculation. would only eliminate the g;otectim furnished the
legitimate dealer in cotton or the mills who buy through him.

RS B, Coorer & BrrsH

STErHEN M. WELD & Co.,
Boston, July 1, 1912,
Hon. Hexry CapoT LODGE,
United States Senrate, Washingion, D. O.

My Drar SexaTorR LODGE: It seems to me that this addition of one-
tenth of a cent a pound on futures where the cotton is mot actually
delivered is such a blow at the cotton business that the Semators can
hardlf realize what they are doing. In the first place, let me tell you
bow it works. We fnanently find at the end of a day’s business, n
Houston, for example at we have 5,000 bales on hand over and above
our orders. As you know, we have fo go out and buy every day, and
at the end of the day the cotton that we have bought is set agalnst
what we have sold. If we have sold more than we have bought, we
buy futures. If we have bought more than we have sold to the mills,
we sell futures. In this way we are protected agninst any fuctuation
of the market, and the business is made as free from speculation as is
possible. We never mean to gdeliver or to accept deliveries on these
fotures. They are a hedge on spots that we have sold; when we buy
cotton, we buy in futures on the cotton we have bought; when we have
sold the cotton, we sell them again.

ow, this method of doing business enables thousands of small firms
to do a business and to borrow momey from the banks on this business
and on the cotton, because the banks as a rule demand to know whether
they have hedged. If they have hedged. they loan them the money; if
they have not, they won't; and a firm that does not hedge with futures
finds It very difficult to obtain credit.

What is going to be the result? The New York Cotton Exchange
will- go out of existence and the business will fall into the hands of
McFadden and ourselves and three or four other big firms, and nine out
of ten of the little firms will go to the wall. It is going to reduce our
business to the same basis that the wool business is om, which is a
most speculative buginess, where the profits are from 3 to 5 cents a

ound and the losses cor! dingly large and only big firms that can

Trow money from the banks on their own name can do the business.

It is the most disastrous blow to the cotton business that can be
{)erpetrated‘ It is no excuse to say that the future business is abused. It
s abused ; llquor is abused; food fs abused: everything we have that
is given us by God Almighty or anyone else is abused. and the abuses
as a rule cure themselves. A man that drinks too much gets delirlum
tremens ; a man that eats too much dles of dyspepsia; and nature main-
tains its equilibrium in that way. So it is In business. Men who
speculate In futures die poor. I venture to say there Is hardly a case
in existence of a cotton speculator dying rich.

Furthermore, it is a most unjust thing that this restriction on fu-
tores should be put in_force on cotton alome. Grains of all kinds,
eo{;per, coffee—in fact, business in almost everything is conducted on
this system of futures. It is a perfectly erazy thing to attempt to put
such a duty on. 1t will also throw a great deal of business to Liver-
pool and away from the United States: and, in my opinion, is most
disastrous in every way. I hope you will do your utmost to stop this

thing.
I am sending nl_mp:.' of this letter to Mr. WEEKS.

Yours, trul: T. M. WELD.

L]

BosToN, July 2, 1913,
Hon. HEXRY CaBoT Lopce, Washington, D. €.

Dear 8ik: Regarding the amendment providing for a tax of one-
tenth of a cent a pound on sales of cotton futures, we believe its
adoption to be unfavorable to the best interests of the people of the
United States.

Our business is that of supplying actual cotton to New England
mills. We are not dealers In futures. The mills are expected to take
orders from their customers for goods to be delivered several months
later and for frequently well into a later cotton crop. Therefore the
mill expeets us to sell them actual cotton, to be su}:plied to them at
such later dates. In the event of our mak sales for materially
later delivery, we now gmtect ourseives by purchasing futures, thereby
eliminating the element of speculation on the part of the mill and
also on the part of the seller of the cotton, whether he be North or
South., 1f e proposed tax should be adopted, we believe that the
amount of the tax would have to be added to the cost of manufactured
aﬁ:ls. or, in other wol advance the cost of cotton goods. And cer-

ly cotton goods are to be used by a very large percentage of our people
from the very fact that they are about the lowest cost wearing apparel.
On the other hand. the only ’possible advantage to anyone is the revenue
which the Government would receive; and we certainly doubt the ad-
visability of this, considering that the revenue would certainly come
from the mass of the peo%le.

Therefore we sincerely hope that you can consclentiously do all that
is possible to prevent the adoption of this amendment.

You! very truly,
iy RS BarrY, THAYER & Co.

Mr. RANSDELL. Mr. President, my very good friend the
Senator from Arkansas [Mr. CLARkE] has, inadvertently I am
sure, a very incorrect idea about the New Orleans Cotton Ex-
change, He designated it as a parasite of the New York Ex-
change. I am quite certain he did not mean to hurt the feelings
of the New Orleans and Louisiana people by that statement.
I should like to ask the Senator just what he based that state-
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ment of his on, that the New Orleans Cotton Exchange is a pari-
site of the New York Cotton Exchange.

Mr. CLARKE of Arkansas, Mr. President, of course I used
that statement in a figurative sense. The New York Cotton
Exchange fixes the rules and limitations of the business. They
have the organization, the membership, the position, connected
with the business. They have special wires running every-
where, and dominate. If the New Orleans Cotton Exchange
were disposed to reform the business they could not reach
the people who are interested in the subject of speculat-
ing in cotton in sufficient volume to cut the slightest figure in
the final result. Senator George, who was the chairman of the
Committee on Agriculture and Forestry of the Senate in the
Fifty-third Congress, went into that quite extensively and took
much proof to show the relative importance of the two ex-
changes. In preparing and presenting to the Senate the report
from which I gquoted he made the observation that I have in-
cluded in my remarks, that the New Orleans Cotton Exchange
was a parasite in the sense that it could not project and main-
tain a policy in antagonism to any policy that the New Yor!
Cotton Exchange saw proper to stand behind. A

Mr. RANSDELL. Mr. President, I should like to ask the
Senator if it is not a fact that the New Orleans Cotton Ex-
change has adopted the Government standards of grading cotton
which were advocated in substance by Mr. Herbert Knox
Smith in the very able report from which the Senator has so
eloquently quoted, and if it is not also a fact that Mr. Smith
in the highest terms complimented fhe New Orleans Cotton Ex-
change for adopting the method which he advocated; and,
further, if it be not a fact that the business is conducted on the
New Orleans Cotton Exchange in an entirely different manner
from that on the New York Cotton Exchange in the very ma-
terial particular of settling the deliveries on future contracts
upon the commercial differences, or the value of the spot cotton
as determined by actual sales on the New Orleans market,
whereas in New York the settlement of deliveries is based upon
the value placed upon the cotton of various grades by a com-
mittee—an arbitrary system of settling differences?

Mr. CLARKE of Arkansas. I am sure there must be some
differences in detail in the rules that govern the respective ex-
changes; but I insist that the crowd who conduct the New
Orleans Cotton Exchange do not possess sufficient elements of
strength to influentially affect the price of cotton. Can the
Senator tell me how many bales of future cotton are sold annu-
ally upon the New Orleans Cotton Exchange?

Mr. RANSDELL. No, sir; I can not; but it is a large
number.

Mr. OLARKE of Arkansas, Nobody else can tell, because
they have never let it be known; but in trade, in business, and
in the discussions that define its operations and its effect no one
ever gives serious attention to the New Orleans Cotton Ex-
change. There was a better’ exchange than either of those
exchanges, at Galveston, and another one was sought to be
established at Memphis, but they could not attract that large
volume of specujative business that would enable them to give
it the representative pesition in the trade that the New York
Cotton Exchange maintains,

Mr. RANSDELL. Mr. President, I have given the Senator
from Arkansas a fair chance to explain his statement, and I
find that he really had no reason at all for saying that the
New Orleans Cotton Exchange was a “ parasite” of the New
York Exchange. As a matter of fact——

Mr. CLARKE of Arkansas. The Senator from Louisiana
must let me explain that., By that I meant a parasite of the
exchange in the sense——

Mr., RANSDELL. A parasile is something that lives on
another,

Mr. CLARKE of Arkansas. I should have said I meant a
parasite in the form that it could not direct a policy with refer-
ence to the cotton market that the New York Exchange antago-
nized ; that it was subordinate in that commercial sense to the
movements and policies of the New York Cotton Exchange.

Mr. RANSDELL. I am glad to have even that explanation,
_Mr. President, because a parasite, we know, is a small thing that
lives on a larger one, and in no sense of the word can it be said
that there is the slightest connection between the New Orleans
Cotton Exchange and the New York Cotton Exchange. They
“have entirely different rules and regulations; they have no
connection in the world with each other.

The great trouble in this whole cotton-future business is the
unfairness with which, in the minds of a great many people, it
is conducted on the New York Cotton Exchange. The very mat-
ter which the Senator from South Carolina [Mr. SymiTH] de-
scribed here is one which has caused a great deal of hard feel-
ing; that is, the manner of dealing on the New York Cotton

Exchange. You have a contract there with “middling” as a
basis. When you ask for delivery of that cotton the man who
sells it can deliver to you any one of 28 grades, I believe, ac-
cording to the Senator from Arkansas, and 34 or 36 grades
according to the Senator from South Carolina, which is cer-
tainly a very wide margin of grades.

Mr. SMITH of South Carolina. Mr. President——

The PRESIDING OFFICER. Does the Senator from Lonisi-
ana yield to the Senator from South Carolina?

Mr, RANSDELL. I yield merely for a correction.

M_r. SMITH of South Carolina. I want to get the record
straight. I think that at one time there were 37 grades—I may
not be accurate, but I know it was within the thirties. They
have gradually contracted them as they saw the storm gathering.

Mr. RANSDELL. It is a large number of grades, Mr, Presi-
dent, and there is now a private system of grading cotton in
New York; there is no Government standardization of cotton
grading recognized in that great market; but it is a private
system adopted by themselves.

When they settle their future contracts they tender the pur-
chaser of a “ middling ” basis contract cotton not of that grade.
Say_ he has bought “middling” and they tender him * good
ordinary,” how is the price between *middling” and * good
ordinary " determined in New York? Not by the market quo-
tations of “middling” and “good ordinary” in that market
or in any other cotton market, as is done in New Orleans, but
by a committee of the exchange, which meets two or three
times a year, and arbitrarily says that the difference in value
between *“middling” and *good ordinary” shall be a cer-
tain sum. You see how unfair that is. Perhaps * good ordi-
nary ” is very searce in the market and the price has gone
up as compared with “ middling.”

In New Orleans how is it arranged? In that city there was
always a system very different from that in New York, even
before it had the Government sfandards. New Orleans had its
private grades then, because there were no Government grades,
but the settlements on contracts were always made upon the
commercial or “spot” market differences. If a man bought
“ middling cotton ™ in New Orleans and * good ordinary cotton
was delivered to him, he went into the New Orleans market,
the spot-cotton market, and ascertained that the commercial
difference in value between “middling” and “ good ordinary
cotton was, we will say, one cent per pound, or one and a
quarter cents per pound, or one and a half cents per pound.
The settlement was made accordingly, and the purchaser was
not injured, because, if he did not need “good ordinary” in
his business, he sold it on the market at the actual market value,
the same as he had paid for it; but in New York, if he were
obliged to pay for “good ordinary” 9 cents a pound, let us
say, and the “spot” difference or the market was 8} cents
a pound, then he was obliged to sell for 8} cents a pound an
article for which he was forced to pay 9 cents; in other words,
he lost $2.50 a bale, or $250 on his transaction—something that
could never happen in the case of New Orleans.

This is doubly true now, Mr. President and Senators, for since
the New Orleans Cotton Exchange has adopted the Govern-
ment's standards of cotton—that is, with a basis of “ middling,”
with four grades higher than “middling” and four grades
lower—the transactions there are just as fairly conducted as
they can be.

Let me repeat, there is not the slightest connection between
those two markets. I am perfectly willing to admit that New
Orleans is not the very powerful financial center which New
York is, but it is an active spot-cotton market; it is a market
where there is a great deal of spot cotton sold, whereas there is
very little of it sold in New York. It is a very important market
both for future dealings and for actual spot dealings in cotton.

I was very glad to hear the Senator from Arkansas say that
the Government had “ established rational, honest grades of cot-
ton standardization.” Those rational, honest grades were im-
mediately accepted by the Cotton Exchange of New Orleans.
They have not yet been adopted by the New York Cotton Ex-
change. The Cotton Exchange of New Orleans is doing its
utmost to cooperate with the Government; the Cotton Exchange
of New Orleans recognizes that there are some things that are
bad in cotton speculation, or, as the Senator would call it, * cot-
ton gambling,” just as there are bad things in every kind of
speculation and in every kind of business, and the New Orleans
Cotton Exchange stands behind the Congress in any kind of
legislation looking to the correction of these evils, but it does
not wish to see the system entirely broken up, because it be-
lieves it is a good one when properly regulated, corrected, and
controlled. Z

The Senator alluded to the fact that in Germany they did not
deal in cotton exchanges and yet used a great deal of cotton.
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Is the Senator aware of the fact that on this very day in the
city of Bremen a very large cotton exchange begins business?
It is a fact, I will say to the Senator, that to-day a cotton
exchange starts in the city of Bremen. The Germans have
found that they can not do business without a cotton exchange,
just as they found in 1896, after the bourse law was passed
prohibiting grain dealings on exchanges, that it could not do
business suceessfully in grain without an exchange; that the
farmers were unable to get a proper price for their grain be-
cause they had no means of ascertaining its value. The pur-
chasers of grain were in touch with the Chicago market and
the Liverpool market and the exchanges of the world, but when
the German grain exchange went out of existence there was no
longer any way for the grain producers to find out what grain
was worth. The farmers suffered, and grain in towns or com-
munities 10 or 15 miles apart varied very much in price. It is
necessary to have an exchange so as to inform the farmers
what their products are worth.

Mr. President, I did not intend to occupy the time of the
Senate so long. I rose merely for the purpose of making this
explanation.

Mr. BORAH. I desire to ask the Senator from Arkansas a
question. I understand that the Senator from Arkansas drew
this amendment.

Mr. CLARKE of Arkansas. Yes, sir.

Mr. BORAH. I should like fo ask the Senator what, in his
opinion, will be the immediate effect of the amendment?

Mr. CLARKE of Arkansas. The immediate effect of it will
be that about 90 per cent of the business conducted on the New
York Exchange will be discontinued if the law is faithfully and
effectively enforced, because the gamblers who assemble there
will not pay 50 cents a bale on cotton every time they record a
quotation on that beard. The best estimate which ean be made
is that the number of fictitious bales of cotton sold on that ex-
change in a year Is more than a hundred million.

Mr. BORAH. In other words, the immediate and legitimate
effect of the proposed amendment will be to prohibit dealing in
futures under certain conditions, rather than to collect revenue?

Mr. CLARKE of Arkansas. Of course the revenue feature
of it will probably be kept up for a little while by the so-called
hedgers who have bought actual cotton and, fearing the depre-
dations of the New York Cotton Exchange, must protect them-
selves for a time. I think that element will continue for a
little while to pay the tax; but after awhile they will be forced
to evolve some other system of protection that will be more
legitimate and more completely under commercial control.

Mr., WILLIAMS. Mr. President, if the Senator will pardon
me, perhaps his answer might be misunderstood. So far as
dealing in pure “wind” cotton is concerned—mere speculation,
mere gambling—this amendment will put an end to most of it;
but where mills and buyers buy futures as an insurance it
would not put an end to that. It would simply put a tax of
50 cents a bale upon that kind of business—not a very ex-
pensive insurance—which would bring in a considerable revenue
to the Government.

Mr. CLARKE of Arkansas. I may also state to the Senator
from Idaho that where there is an actual delivery in pursuance
of a contract there is no tax levied.

Mr. BORAH. Exactly.

Mr. WILLIAMS. I can not understand for the life of me
why it has been that there never has been any great company
established in the United States to insure manufacturers against
losses upon sales of stocks on 12 months’ delivery to the Orient
and elsewhere. I am informed that such insurance companies
do exist in other countries. I suppose the reason they do not
exist in this country is that our manufacturers for the most
part do not sell on long time as do German and English manu-
facturers trading with the Orient and with South America. I
have heard that that was the reason; but, so far as “ futures”
are an insurance to legitimate business, 50 cents a bale is not
a very heavy insurance on a bale of cotton which is worth $50,

Mr. BORAH. It combines, in other words, the proposition
of a slight revenue with a proposition of prohibiting certain
kinds of transaction?

Mr. WILLIAMS. Well, it has a double effect; yes.

Mr. BACON. Mr. President, I merely want to say a word in
regard to this matter. It is one in which my people are very
deeply interested, both as cotton producers and as cotton manu-
faeturers. The State of Georgia is the second State in the
production of cotton, Texas being the first; and the States of
South Carolina, North Carolina, and Georgia manufacture very
much the larger part of all the cotton annually manufactured
in the South. So that both as mill owners and as cotton pro-
ducers our people have a very deep, practical, and pecuniary
interest in the correct solution of this question.

IL——253

As I understand the proposition of the Senator from Soufh
Carolina—and I wish to say, by way of parenthesis, that 1 do
not profess to have any expert knowledge as yet in regard to
this question and am seeking light—as I understand, the prop-
osition of the Senator from South Carolina is this: That, by
reason of the failure of the cotton-exchange contracts to
specify the particular grade which the contract will require the
delivery of, if delivery is made, the quotations on the stock
exchange do not reflect the real price of cotton and that, there-
fore, they injuriously affect the price of cotton in the hands of
the producer. I understand that to be the proposition, although
whether I am correct or not I do not know. I see the Senator
from Arkansas [Mr. CLarxe] shakes his head. I do not mean
to say that it is correct. I do not know, but my understanding

is that that is the proposition of the Senator from South’

Carolina.

I understand the Senator to base that proposition upon the
fact that the contract, having this latitude in it, permits a
seller to sell middling cotton, say, as a basiec grade, with the
privilege of complying with that contract, not by delivering
middling cotton, but by delivering some other grade at a dif-
ference in price to be fixed by the cotton exchange, and that,
by reason of that, opportunity is given to those dealing on the
cotton exchange, those buying and selling cotton, to carry on
this series of contracts in a way which will quote to the world
a price for cotton which is not the real price of cotton, and
that such quotation and publication of false prices affects inju-
riously the price of spot cotton in the hands of the cotton
grower.

On the other hand, the Senator says that if the contract were
limited to a specific grade and the person who sold that con-
tract would be compelled, if required, to deliver that particular
grade, he could not quote anything else but the real price except
at his own peril, and therefore he would have to quote the real
price; that with the grade fixed in the contract he would have
to sell at the real price, and so when he bought and sold, even
if he did sell 100,000,000 bales of cotton, he would not affect
injuriously the price of cotton in the hands of the producer. I
understand that to be the contention of the Senator from South
Carolina.

Mr, SMITH of South Carolina. That is correct.

Mr. BACON. Mr. President, however we may regard gam-
bling in all of its forms, we have not a moral purpose in view
in this legislation. While, of course, we are glad if the morai
purpose at the same time can be advanced or effected, we have
in this proposed legislation a practical purpose, and that prac-
tieal purpose is that the dealing in futures on the cotton ex-
changes shall not, through a system of quoting false prices, in-
Jjuriously affect the price of cotton in the hands of the producer.
That, T understand, is the purpose; and in that we all sym-
pathize and desire to contribute to it.

If it be true that by requiring the cotton seller to make a par-
ticular grade and limit him to that grade; if it be true, as ron-
tended by the Senator from South Carolina—I do not say it is,
because I am not sufficiently familiar with the subject to under-
take to say so—but if it be true, then, it would be well so to
adjust this amendment as not to make it include contracts of
that kind, where the real grade of the cotton is specified, be-
cause if that be true there is no harm in contracts of that kind,
but there may be some good. Whether it be true as to the effect
of having the grade of cotton specified I am not prepared now to
definitely say, but the suggestion should be carefully considered.

Turning, now, from the interest of the cotton producer to that
of the mill owner or the man who runs the mill, we all recognize
the fact that it is beyond controversy that there is a legitimate
use made by mill owners of the purchase of future contracts
where there is no expectation of delivery. I would not be will-
ing that that practice should be allowed to continue if it were
at the expense of the cotton grower, the producer of cotton, even
though it might resnlt in advantage to the mill owner, because
that would be aiding one industry at the expense of anotlLer
industry, and that would be unjust; but if it is a legitimate in-
terest of the mill owners which can be advanced without injury
to the other industry, then we ought to try so to adjust it as to
make this legislation of advantage to each and an injury to
neither.

I do not know whether this is correct or not, but I under-
stand that to be the issue, and I think it is worthy of very care-
ful cousideration. If it be true that the imposition of a tax
simply upon contracts for cotton wkich do not specify the par-
ticular grades and the exemption of those which do specify the
grades will relieve the cotton grower of the South of the evil
under which he now suffers by reason of speculative contracts,
it may be well to do so; and in view of the fact that there are
interests as found in the business of the mill owner which Lave
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Jegitimate purposes to subserve by contracts of this kind, it may
be well to relieve them and so adjust this proposed legislation
as not to injure them. T do not wish by anything that I have
said to commit myself finally to the one or the other of these
propositions, but I am deeply impressed with the fact that if
this legislation can be so shaped as to prevent the fictitious in-
fluencing of the price of cotton by quoting as the price that
which is in faet not the price. if we can shape this legislation
to correct that evil and at the same time not embarrass the
legitimate transactions of mill owners, I think it ought to be
done. As I understand it, the system practiced by the mill own-
ers is not a speculative system, but one by which they can
practically insure the prices at which they will get the cotton
to be manufactured to fill the contracts they make for manufac-
tured goods.

Mr. SMITH of South Carolina, Mr, President, I should ke
to eall the attention of the Senator from Georgia and of other
Senators to the fact that if they will pick up any paper pub-
lished in any city in America where the quotations of the cotton
market are given they will find that the future market for the
spot month—August is the spot month now—the quotations are
on the basis of * middling,” and then if they will look at the
“gpot” quotations they will find that in every instance there
js in the same market a wide margin between the price of spot
cotton and the future price, for the reason that the buyer of
actual “spot” can go into the warehouse and select his “ mid-
dling,” while in the other case he takes his chance whether he
will get *“middling” or something else. I merely invite Sena-
tors to take any newspaper and read the market gquotations.

Mr. SIMMONS. Mr, President, I ask that the section be
passed over.

Mr. CUMMINS. Mr. President, before the section Is passed
over I have a substitute which I desire to offer for the com-
mittee amendment, and I should like an opportunity of saying
something about it before the committee again considers the
subject. I offer as a substitute for the amendment reported by
the committee the following.

The PRESIDING OFFICER. The Secretary will read.

The SecreTArY. It is proposed to substitute for section 3,
page 210

Mr. CUMMINS. If I may be permitted, T will state the sub-
stance of the substitute. I can do so, I think, in less time than
would be required to read it.

Mr. SIMMONS. I was going to ask the Senator if he would
not do that rather than have it read by the Secretary.

Mr. CUMMINS., The substitute provides that there shall be
levied upon all sales of capital stock, bonds, or other obliga-
tions of corporations, and upon all sales of products of the soll,
meats, or provisions of any character made in, upon, through,
or in connection with or under the regulations of any stock ex-
change, grain exchange, cotton exchange, board of trade, or
the like, wherein the seller is not the owner of the thing sold
at the time the transaction occurs, a tax of 10 per cent.

Mr. WILLIAMS. Does the Senator think that the amend-
ment drawn by the Senator from Arkansas [Mr. CLARKE] pro-
hibits the owner of cotton from selling it for future delivery?

Mr. CUMMINS. I do not. I am about to compare my sub-
stitute with the one proposed by the Senator from Arkansas. I
have already stated the substance of the substitute. I will
restate it. It levies a tax of 10 per cent upon all sales made
upon stock exchanges, boards of trade, and other institutions
of like character, wherein the seller is not the owner of the
thing sold at the time the transaction takes place. There are
certain exceptions named in the substitute, which I need not
now mention.

Allow me to say, Mr. President, that this amendment is not
offered in hostility to the proposal of the committee, which I
understand is the proposal of the Senator from Arkansas. The
purpose of the amendment now in the bill is to prevent gam-
bling in cotton. The purpose of my substitute is to prevent gam-
bling in everything dealt in upon stock exchanges and boards of
trade.

I sympathize entirely with the general view of the Senator
from Arkansas, and my only criticism of the object of his
amendment is that he proposes to do for cotton alone what
.ought to be done for everything embraced within the activities
of these institutions. There is a difference, however, in the
method of nccomplishing the purpose. In the amendment now
found in the bill the object is sought to be reached by levying a
duty of one-tenth of a cent a pound upon all sales of cotton
for future delivery wherein delivery is not actually and in good
faith made. In my substitute the result is accomplished by
levying a duty of 10 per cent upon all sales wherein the man
who sells is not the owner of the thing he is selling, but is sim-
ply speculating in the market.

Mr. SIMMONS. If the Senator will permit me, I suppose
:he Slg:mtor means 10 per cent upon the price at which the thing
S 80

Mr. CUMMINS. The amendment provides a tax of 10 per
cent upon the contract price of the thing sold.

The Senator from Arkansas [Mr. Cragge] has described so
completely and so impressively what is done upon the cotton
exchange with regard to cotton that I meed not enlarge upon
that phase of the gambler's enterprise. I intend for a few
minutes to take up the New York Stock Exchange, and to lay
before the Senate the briefest outline of what 1s done there
with regard to one of the great classes of property which
80 closely touches the welfare of the people of the United
States. -~

I take, as an illustration, the year 1012, The dealings upon
the exchange were less last year than the year before, and
therefore it is entirely fair to take the year 1912,

In that year there were sold upon the exchange in New York
bonds—and I am giving the bonds simply for the purpose of in-
stituting a comparison—amounting in the aggregate to $853,-
497,000. T want Senators to remember the small, meager
amount of bonds sold upon the New York Stock Exchange when
I come to state the amount of stock sold in the same market
during the same time.

In the_ year 1912 there were sold on the exchange in New
York 63,704,779 shares of railway stock alone. The par value of
the stock so sold was $5.052,823.800. Of industrial and miscel-
laneous stocks there were sold upon the exchange, in the year,
72413946 shares of the par value of $6,150,800.600. Of all

stocks there were sold 136,118,725 shares, with an aggregate -

par value of $11.203.723.500.

I pause here to point out the fact that the aggregate value
of the railroad stocks sold or pretended to be sold during that
Year upon the exchange amounted to about four-fifths, or cer-
tainly more than three-fourths, of all the railroad stocks of the
t{nited States. All the railroad stocks are not listed upon the
New York exchange; but the aggregate stocks, common as well
as preferred, of all the railway companies of this country does
not greatly exceed $7,500.000,000. I state it in round numbers.
Of the stocks listed upon the New York Stock Exchange there
were sold during that year $5.052,823.900.

It goes without saying that 90 per cent of these sales were
purely speculative. Certainly not more than 10 per cent of the
stocks of the railroad companies of this country actnally
changed hands during the year 1912, and yet three-fourths of
those stocks were nominally sold upon the New York exchange
alone. I am not now taking into account the exchanges of Phila-
delphia, Boston, Chicago, and the other great cities of the country.

We might as well face the question whether we intend to
enter upon a campaign against selling short in this country.
I believe it Is as serious a menace to industrial stability and
financial strength as is now before the American people. Some
time we must take up in earnest the problem of suppressing
these gigantic gambling transactions. and I think this is the
time to do it. My amendment demands that we do it now.

As I said the other day, I believe we ought to employ the
taxing power, if we can not employ any other, in order to reach
an evident and obvious evil. I am not snggesting that, legally
speaking, the principal purpose of the substitute I have offered
is not to produce a revenue. I do not know whether any such
transactions could take place under the amendment I have pro-
posed. I hope they could not. I have no hesitation in saying
that I believe that if we impose the tax I have suggested the
next year will not wiiness a tithe of the gambling that has
been flaunted in the face of the American people during each
year of the last quarter of a century. .

There are a great many good people who believe that the
short sale—that is, the sale of a commodity or a product or a
stock by a man who does not own it, but who expects to go into
the market when the time for delivery comes and either settle
upon the market price as it then is or buy at the market price
the thing which he has sold. in order to make delivery—is a
valuable element in the business of the United States. It has
been so argued for a long, long time. I do not think so. It is
said that short sales are necessary in order to create a market
for things that people actually want to sell, and in order to
insure a condition which will enable a man to sell anything,
the moment he wants to sell it, at the market price. I do not
think so. When one has a thing that somebody else wants to
buy, there will always be an opportunity for the seller and the
buyer to meet. s

The proposition I hive made does not involve the abolition
of the stock exchange. It does not involve the abolition of the
board of trade. If does not touch (he market places of the
country. People will still be at perfect liberty fo meet and
trade. Those who want to sell and those who want to buy will
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come together and conduct their business according to legiti-
mate and honest business methods. Indeed, I think the market
places of the country will be rendered more secure, they will be
made more available than they are now, if they are the scene
of actual transactions alone.

Then the man who has something to sell will enter the stock
exchange and offer it fairly and legitimately, and the man who
wants to buy will buy it with full knowledge of all the condi-
tions which surround it. But as it is now, it is not a place for
the transfer of actual shares. It is a place in which bold and
experienced men balance their wits. It is a place in which men
of great mental capacity and audacity as well fight for
supremacy, employing, not alone the means which ought to in-
fluence the price of stocks, but every means which may tend to
affect the market.

It is said—and this is one of the arguments most frequently
nsed—that short sales ought to be permitted, because they tend
to steady the market and tend to prevent exireme fluctuations
in the price of commodities. I have read a great deal of argu-
ment submitted to sustain this contention. I can not at this
time enter upon an analysis of the subject as I would like to do.
I can only record my own opinion that instead of steadying the
market short sales disturb the market. Instead of preventing
extreme fluctuations they excite extreme fluctuations. Those
who defend the practice always forget that when short sales
are used to steady prices—and I admit there are times when
they are so employed—they are employed to steady prices which
the practice itself has disturbed.

If you will take away the temptation presented by the short
sale—which is, viewed from my standpoint, gambling pure and
simple—the occasions in which short sales have been used for
the benefit of the people will not arise. The range of prices
will remain within the limit which is created by honest and
legitimate considerations—the demand, the supply, the intrinsic
value of the article which is spld.

Allow me to go one step further with regard to what is done
in New York; and I must confine myself to one phase of this
matter in order to conclude within any reasonable time,

In 1912 the Atchison, Topeka & Santa Fe Railroad Co. had
listed on the New York Stock Exchange its common stock. It
amounted to $168,430,500. At the end of the year, as we are
assured by those who know something of the subject, prac-
tically the same persons owned the stock who owned it at the
beginning of the year; and yet during the course of the year
the stock of this company to the amount of $129,319,700 was
gold and bought upon the New York Stock Exchange alone.

The Chicago, Milwaukee & St. Paul Railroad Co. is one of
the most stable railway companies of the country. Its future
is assured. Its earning capacity is well known. It varies so
slightly that its dividends are almost as uniform as the interest
upon Government bonds. And yet this is what happened: Its
entire common stock amounted to $116,348,200; but during this
year there were sold and bought on the New York Stock Ex-
change stock of this company to the amount of $149,277.200. At
the end of the year practically the same persons owned the
stock that owned it at the beginning of the year; and the
fluectuations in the market price, steady and permanent as it
ought to be, ran from 117§ to 994.

How many fortunes were wrecked in that fluctuation it is
impossible for me to say. There was no material difference in
the actual value of the stock during that year. It was just as
certain to pay dividends at one time as at another. The future
of the company remained the same. The country that it served
remained the same. The business at its command continued
without great change or variation. Yet during the course of the
year, up and down, under the influence of these speculators
who sought nothing else than their own advancement and their
own profit, this stock varied from 117§ to 993.

Again, the Erie Railroad Co. had outstanding that year
$112,378,900 of stock, but there were sold on this exchange
shares aggregating $245,033,100—almost two and a half times
in the one year the aggregate value of all the stock of the
company.

The Canadian Pacific, another company which is engaged in
iegitimate railroad business, whose earnings do not change very
greatly, had listed upon this stock exchange stock of the ag-
gregate value of $180,000,000. During the year there were
traded in shares of the value of $159,693,800, and the market
price of the stock ranged from 226, the low point, to 283, the
high point, without any reason whatsoever for the fluctuntion.

The Great Northern, another rather steady property when
it escapes from the hands of those who desire to manipulate its
fortunes for their private interest, had listed $209,981,875 of
stock; and there passed back and forth, in this fictitious and

unreal way which is known to no other business in the world
except that which is done upon such an exchange, shares of the
value of $119,236,700.

The Lehigh Valley is a read that has seemed to be the
favorite of these speculators in New York, although it is a
railroad doing a most legitimate business and supplying a
service that must continue without essential change. Its stock
amounted to $60,501,700, yet men pretended to buy and sell
upon the exchange during this year $175,625,000, and its market
price ranged from 155% to 185%.

The Missouri Pacific had $83,251,085 of stock. Somebody
bought and sold on the exchange $113,320,800 of it without any
real change of ownership, and it fluctuated from 35, the low
point, to 474, the high point.

The Northern Pacific, with $248,000,000- of stock, saw iis
shares bought and sold to the extent of $151,551,500.

The Reading, another of these great composite railroads,
well established, doing a business which must continue so long
as the people of this country do any business at all—and I
beg, now, that Senators will especially remember this—had a
common capital stock of $70,000,000. Yet these people in New
York, for themselves or for these blind and inexperienced men
who seek to find a fortune where fortunes are not to be found,
sold, and somebody bought, $1,114,468,250 of its stock. In other
words, all its capital stock was bought and sold more than
fifteen times during the course of the year.

The Southern Pacific had stock to the amount of $272,672,405,
and of its stock there was sold during that year $129,139,400.

Of the common stock of the Union Pacific there was out-
standing $216.627,800. There was bought and sold during that
year $1,062,600,600, and the range of market value was from
150% to 1763.

Mr. BRISTOW. Mr. President—

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Kansas?

Mr. CUMMINS. I do.

Mr. BRISTOW. I should like to ask the Senator how he ac-
counts- for the stock of some roads being so much more active
than others—that is, the speculation being so much more ex-
tensive in the Reading and the Union Pacifie, for instance, than
in the Santa Fe and the Southern Pacific?

Mr. CUMMINS. I do not know, Mr. President. It would
be easy to account for it in one way, although I am not sure
that I can present the basis for believing that it was oc-
casioned in that way. The speculators, of course, like stocks
that are easily depressed and easily increased in price.

The fluctuation of stocks that they can influence in that way
are more attractive, because the stake for which they play is
larger. That will certainly account for some of these; it will
not account for all of them. But at any rate I have given the
record as it has been made upon the exchange.

I now turn fo other stocks. The railroad stocks ought to
be the best, the steadiest in the country. I hope we will see
a time when the railroad stocks of this country are as safe
an investment as the Government securities themselves. I be-
lieve we will see a time when uniformity in value, uniformity
in earnings, and freedom from manipulation will result in a
steady market price.

But I now turn to another kind of stock. I ecall them in-
dustrial or miscellaneous stocks. The first one that I men-
tion is Amalgamated Copper, known to every man who has
any interest in what takes place among the great speculators
of the country. Its stock amounts to $153.887.930. It was
traded in during 1912 to the extent of $812.869,500. I doubt
exceedingly whether at the close of the year there was any
substantial difference in the ownership of the stock as compared
with the beginning of the year. The lowest price was 60, the
highest price 92%, a range of 32} per cent, or one-third of the
par value of the shares themselves.

The American Beet Sugar Co., of which we have heard a
good deal In recent years, had a common capital stock to the
value of $15,000,000. There were sold and bought on this ex-
change during the year shares of this company of the aggre-
gate value of $108,612,400, more than seven times the enftire
amount that had been issued by the company.

The American Can Co., another company out of which great
fortunes have come, had stock of the par value of $41,233,300,
and yet there were sold on the exchange during the year shares
amounting to $379,658.300, quite nine times the value of all
the stock then outstanding.

The stock of the American Smelting & Refining Co., another
institntion which has been utilized for winning great fortunes,

was $65,000,000, and of that $15,000,000 had been withdrawn and

deposited to secure certain bonds, and therefore really it had
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ountstanding but $50,000.000. Yet the trnding in this stock
amounted during the vear to $227,741,000. Its low point was
66%, its high point 91.

The General Electric Co. had $77,325,200 of stock. The trad-
ing amounted to $50,551.000. The United States Steel Corpora-
tion, the greatest industrial organization of the time or of any
other time in this or any other country, had outstanding com-
mon stock of the par value of $508,302.500, and yet somebody
sold and somebody bought during the course of the year shares
of this stock amounting to $2,462,022400. The low point was
bS8, the high point 80%.

The man who urges that short sales are a steadying influence
in the value of commodities in which we deal and of which the
business of this country is made up has only to consult the
table, a part of which I have read, in order to be assured that
the experience of this country, at least, does not sustain the
contention.

I desire to print as a part of my remarks the two tables from
which I have read.

The PRESIDING OFFICER. It will be so ordered, without
objection.

The tables referred to are as follows:

Bonds were sold on the New York Exchange during the year 1012 as

follows :
United States Government and city securities.. .. ____ $23, 658, 000
Railroad honds__ 39, §Hr§. 000
Street rallway bond ——— 130, 762, 000
(Gas and electric light 6, 786,
Misecellaneons bonds 16, 640, 000
Telegraph and telephone bonds. 14, 858, 000
Manufacturing and induostrial 117, 700, 000
Coal and lron bond 3, 281, 0
Total —.. 653, 407, 000
Btocks sold on the Ncw York Stock Exzchange during the year 1912,
Number of Valie,
$5,052, 823,900
8,150, 899, 000
11,208, 723, £00
New York Stock Erchange, 1912,
RAILEOADS.
Entire
Aggregate sold High | Low
common stock.| STOMNEI | prie | price.
Atchison, Topeka & Santa Fe......| $120,319,700 | §168, 430, 500 1:! lﬁ
il & St. Panl.. , 277,200 | 118,348, 200 17
e mw“m .......... 245,033, 100 112,% 0| 3 30
'é?’;‘?f‘ﬁﬁ,fm"”"f’.:.: 119,236,700 | 200,081,875 | 1143 Ny
Lehigh Valley...... 175,625,000 | 60,501,700 | 1 155§
Missouri Pacific....... 113,820,800 | 83,251,085 47 35
Northern Pacifie...... 151,551,800 | 248,000,000 131 11
Reading. .....co00ean- 1,114, 468, 200 70, 000, 1 1
Southern Pacific.. 120,139,400 | 272,672,406 11 163
Union Pacific.....coeeneeeeeaaensens] 1,082,600,600 | 216,627,500 1

INDUSTRIAL AND MISCELLANEQUS.

Amalzamated Copper....eeeeencaess 2, 8569, 500 | §153, 887, 000 021 80
American Beet Sagar. 108, 612, 400 15,000,000 77
American Canning.........- 379, 658, 300 41,233, 300 473 11
American Smelting & Refining. 227,741,000 | *865,000,000 91

General Electric...cciovvanans 50, 551, » 325, ml

United States 8teel...cceeeernsnna..| 2,462,022,400 | 508,302,500

1 Preferred, no commaon,
10t whlcg' $15,000,000 cn deposit to secure honds,

Mr., CUMMINS. I desire to call the attention of the Senate
to a few paragraphs in the report of the committee appointed
pursuant to Hounse resolutions 42D and 504, to investigate the
concentration of control of money and credit. This investiga-
tion, as you all know, was carried on by the House of Repre-
gentatives, and T think it may safely be said that there were
more impertant and interesting and instructing facts developed
in the course of the investigation than had ever before been
' submitted to the American people in the same length of time. I
read very briefly from page 44 of the report:

; e he t
N the e R B Nes Tou Bios Mt
touches most vitally the affairs of the people of the entire country.
zhin gniec s lavesipniod I 808 1y S Com on Specueten 2
:?dm;i:m:ongglet? eport is annexed to the record as Exhibit No. 27,

I mention the first paragraph in order to indicate the subject
covered in that portion of the report. I read further a brief

extract quoting from the report of the well-known New York
commission :

A real distinctien exists between speculation which is carried on by
persons of means and experience—

And this is especially worthy of consideration—

A real distinctlon exists between ?em!stion which is ecarried on by
persons of means and experience, and based on an intelligent forecast,
and that which i earried on by persons without these gualifieations.
The former is closely connected with regular business, {le not unae-
companied by waste and loss, this speculation accomplishes an amount
of good which offsets much of Its cost. The latter does but a small
amount of good and an almost incalculable amount of evil. In ita
nature ‘it is the same class with gambling upon the race track or at
the roulette table, hut is practiced on a wastly larger scale. Its ramifi-
cations extend to all paris of the country. f‘; involves a practical cer-
talnty of loss to those who engage In it. A continuous stream of
wealth, taken from the aectual capital of innumerable persons of rela-
tively small means, swella the income of brokers and operators depend-
ent on this class of business; and In so far as it is consumed, like
most income, It represents a waste of capital. The total amount of this
waste is radely indieated by the obvions cost of the vast mechanism of
brokerage and by manipulators’ gains, of both of which it is a large
constituent element. But for a continuous Influx of new customers, re-
placing those whose losses force them out of the Street, this costly
mnchatt:ism lot speculation could not be maintained on myth!ng like its
present scale,

The report then proceeds to consider a large number of cor-
porations, pointing out the number of shares of stock dealt in
during a certain period as compared with the number of shares
of stock actually transferred upon the books of the companies
during the same period of years.

I can not take the time to read this part of the report, but it
is so conclusive with regard to the vice of this sort of specula-
tion or ganmbling, as I prefer to call it, that I ask the consent of
the Senate to print as a part of my remarks what I have just
1'9.'::1[11.4 together with the remaining portions of pages 43, 44,
and 435.

The PRESIDING OFFICER.
is s0 ordered.

The matter referred to is as follows:

SECTION 14. UNWHOLESOME SPECULATION.

But it is In respect of the extent and character of the speculation in
securities for which it is the agency that the New York Stock Exchange
touches most vitally the affairs of the people of the entire conntrf'.
This subject was Investizated in 1000 by a committee on s lation in
securities and commodities appointed by Gov. Huoghes, of New York,
and its complete report is annexed to the record as Exhibit No. 27.
That committee had, however, no power to sub a witnesses or to
send for books and papers. If was compelled to rely largely on state-
ments formulated by the governors of the exchange In consnltation
with their counsel in answer to written guestions. \While opinions will
differ as to the wisdom or adequacy of the recommendations of that
committee, its distinguished personnel and exceptional qualifications
are a guaranty of the thoroughness and accuracy of its findings of fact.

It found, among other things, that—

“ It is unguestionable that only a small part of the transactions vpon
the exchange s of an investment character; a substantial part may be
characterized as virtnally gambling.

“The rules of all the exchanges forbid gambling * * * but they
make so easy a technical delivery of the property contracted for that
the practical effect of such speculation, in point of form legitimate, is
not greatly different from that of Fmblmg. Contracts to buy msay be
privately offset by contracts to sell. The offsetting may be 3011 {u a
systematic way by clearlug honses or by * ring settlements.” Where
deliveries are actually made, property may be temporarily borrowed for
the FurmeA In these ways speculation which has the legal traits of
legitimate dealing may go on almost as freely as mere wagering, and
ﬁ” hnv? most of the pecuniary and immoral effects of gambling on a

r Bcale,

,$§ real distinction exists between speculation which Is carried on by
persons of means and experience, and based on an intelligent forecast,
and that which is carrled on by Pers{ms without these‘%uallﬂcatious.
The former Is closely connected with regular business, hile not un-
nccompanledogg waste and loss, this speculation' accomplishes an
amount of which offsets much of its cost. The latter does but
a small amount of good and an almost inealculable amount of evil. In
its nature it is in the same class with gambling upon the race track or
at the roulette table, but Is practiced on a wvastly larger scale. Ita
ramifications extend to all parts of the country. It involves a practieal
certainty of loss to those who epgage In 1t. A continuvous stream of
wealth, taken from the actual capital of innumerable persons of rela-
tively small means, swells the income of brokers and operators depend-
ent on this class of business; and in so far as it is consumed, like most
{ncome, it represents a waste of capital. The total amount of this
waste {s rude ¥ Indicated by the obvious cost of the vast mechanlem of
brokerage and by manipulators’ gains, of both of which it 1s a large
constituent element. But for a continnous Influx of new customers
replacing those whose losses force them out of the * street ™ this costly
mechanism lor l«apeu‘:ul:ltim:l could not be maintained on anything like its

resent scale.’

N That In large measure transactions in shares on the New York Stock
Exchange are purely speculative Is also evidenced by the high ratio of
the sales of a given stock during very short perlods to the total amount
listed, and further by the gross disproportion between the number of
shares sold and the number transferred on the company’s books within
stated perioda_l Imcit) |mtnsrers measuring in at least a rough way the
rchases for investment.

Duwilh respect to dividend-paying stocks this method of arriving at
the propnrt?:n of transactions on the exchange that is speculative errs
largely on the side of conservatism. It includes as investment buying
the la pumber of transfers that are made from one brokerage house
to another ln execution of purely speculative transactions.

These facts are brought out Eg a serles of tables and charts contalned
in the record, comparing month by month, since 1900, the number of
shares sold of various corporations and the number transferred and the
total number listed on the exchange. There are also supplemental

Is there objection. If not, it
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tables showing the sales day bi day during the most active months.
(Exhibits 74 to 108, ine., R., 1120-1178,)

The corporations selected for the egnrpose are Reading Co., United
States Steel Corporation, Amalgamated Copper Co., Union Pacific Rall-
road Co., American Can Co., Rock Island Co., American Smelti &
Refining Co,, Columbus & Hocking Coal & Iron Co., Erie Rallroad Co.,
Consolidated Gas Co., Brooklyn Rapid Transit Co., Colorado Fuel &
Iron Co., California Petroleum Co., and Mexican Petrolenm Co.

The shares of the two last-named companies were only listed within
the past year

These tables and charts are annexed to this report as Appendix D.
No adequate descriptive analysis of them can be made,

Btating the results shown only in the most general way, it appears
that there has not been a year since January 1, 1906, when the Reading
Co.'s entire common stock Issue listed and subject to eale was not sol
at least 20 times over and from that on up to 43 times; that in a single
month of that period it was sold 6 tilmes over and that in only 2
months of the entire perlod was it sold less than once over in a single
month ; and that although it Is a dividend-paying stock the number of
shares transferred on the company's books averaged for the period 8.6
per cent of the shares sold.

Sommarily stated, it further appears that in each year since Janua
1, 1906, the entire listed common-stock issue of the Uniied States Steel
Corporation has been sold 5 times over each year on the average, while
the number of shares transferred on the company's books has av
25 per cent of the number sold;

hat In the same perfod the entire common-stock issue of the Amal-
gamated Cogper Co. bas been sold 8 times over each year on the aver-
age, while the number of shares transferred has averaged about 20 per
cent of the number sold;

That gince January 1, 1908, the entire listed common-stock issue of
the Union Pacific Railroad Co. has been sold 113 times over each year,
while in 1912 the number of shares transferred was only 16 per cent o
the number sold ;

That in 1912 the entire listed common stock of the American Can
Co. was sold 83 times over, while the number of shares transferred was
25 per cent of the number sold ;

at since Janpary 1, 1906, the entire listed common-stock issue of
the Rock Island Co. bhas been sold twice over cach year on the average,
while the number of shares transferred has averaged little more than
27 per cent of the number sold;

hat since January 1, 1006, the entire common-stock issue of the
American Smelting & Refinlng Co. bas been sold 12 times over each year
on the average, while the number of shares transferred has averaged
about 18 per cent of the number sold ;

That sinee January 1, 1908, the entire listed common-stock issue of
the Erie Railroad Co. has been sold more than twice over each year on
the average, while the number of ghares transferred has averaged only
30 per cent of the number sold;

at sinee January 1, 1906, the entire listed common-stock issue of

the Consolidated Gas Co. has been sold more than onee over each year
on the average, while the number of shares transferred has averaged
only about 4 Jpcr cent of the number sold;

hat sinee January 1, 1906, the entire listed common-stock issue of
the Brooklyn Rapid Transit Co. has been sold 6 times over each year
on the average, while the pumber of shares transferred has averaged
23 per cent of the number sold;
hat since January 1, 1903, the entire listed common-stock issue of
the Colorado Fuel & Iron Co. has beem sold 5 times over each year
on the average—in 1906, 18 times over—while the number of shares
transferred has avera ess than 20 per cent of the number sold ;

That in October, 1912, the frst month during which the common
stock of the California Petrolenm Co. was listed, the entire issue was
gold more than three and one-half times over; and

That in the seven months from April (when it was listed) to October,
1912, the entire common-stock issue of Mexican Petroleum Co. was
gold nearly nine times over.

Cust: 8 0 bers of the exchange are not required to pay more
than 10 per cent of the %urchm price of securities. A member of one
of the largest brokerage houses in New York testified that 90 s%er cent
of its business was done on that basls. (Wollman, R., 1787.) Of
course, the smaller the margin required, the Inrgigﬂthe number of shares
a given sum will purchase and the wider the e of people who will
be engulfed In speculation.

Such excessive and indiscriminate speculation In stocks as is thus
shown to be conducted on the New York Stock Exchange is not only
hurtful in the way that all public gambling Is burtful, but, in addition,
it withdraws from productive industry vast quantitles of eapital.

Statements compiled by accountants for the committee based on
data obtalned from on!{ 2 of the banks and trust companies of New
York City, members of the New York Clearing House Association, show
that on November 1, 1912, these institutions, for themselves and for
their out-of-town correspondents, had outsmndinﬁ loans on stock-
exchange collateral amounting to $766,795.000. (Niven, R., 955, 956 ;
Exhibit 133, R., 1192, 1193.) This apparently represents a subetnnrlai

art of the sum requfred to carry stocks bought on m n on the New

ork Stock Exchange, but by no means measores the full extent. The
ealeulation includes less than one-third of the total number of banks
and trust compantes of New York City, although it embraces most of
the important ones. But it takes In nome of the great -International
banking houses that are lenders for their own as well as for foreign
account, nor does it include any of the large financial institutions of
nelghhorlnﬁ cities that lend on the exchange or through brokers, nor
the many loans of this character made by individuals in one way or
another. It ls impossible upon the data before us rellably to estimate
the l‘}x!ii extent of the funds of the country employed in Wall Street
specalation

pﬂ('}t the amount stated $240,480,000 was lent directly for the account
of out-of-town banks by the institutions named, In addition to the sums
that these out-of-town banks withdrew from their New York correszund-
ents for the same purpose, attracted by the high rates offered. (Niven,
R., 956.) And this at a time wheén money was needed for crop-moving
and other legitimate commereinl purposes.

Mr, WILLIAMS, I should like to ask the Senator from Towa
a question. He Is discussing the question of speculation in
stocks as being pertinent to a discussion of speculation in cot-
ton. I want to call has attention to the fact that there is a
perfectly distinct line of differentiation. When a man sells a
hundred shares of Illinois Central stock for future delivery he
sells one definite specific thing which he must deliver. When a
man sells 100 bales of cotton upon a middling basis he sells

something which he may deliver in twenty-odd different grades,
with different values, with an artificial differential which is
fixed by a private committee belonging to a stock exchange
in New Yeork.

A man ean sell property for future delivery provided he sells
the same property and delivers the property. Suppose I was
carrying oh a stock farm, raising hackney horses, and engaged
to deliver two years from now 100 yearling colts at a certain
price. I would not own the colts, but I think I am going to
Iu!ve that many colts on the place and that I know I would be
willing to sell them at the agreed price. Would the Senator's
substitute prohibit that?

Mr. CUMMINS. It would not, Mr. President. I would, how-
ever, prevent the sale upon stock exchanges and boards of trade
and other like institutions of the property dealt with there,
of which the seller was not the owner at the time the transace
tion took place.

The Senator from Mississippi must remember that T have not
attempted to Interfere with sales save upon these exchanges,
these boards of trade. If the Senator from Mississippl, being
the owner of a cotton plantation, wanted to sell cotton to be
delivered 50 years hence, however exaggerated that might be,
there is nothing in this substitute that would prevent him from
doing it. But it would prevent him from going upon the New
York Cotton Exchange and, under its rules and regulations,
there agreeing to sell a certain amount of cotton for future de-
livery if he was not the owner of the cotton at the time the
transaction took place. This does not interfere at all with the
ordinary dealings of the world. Nineteen-twentieths of all the
commodities produced in America are sold without recourse to
a board of trade or a stock exchange or any other organizatiop
of that kind. This amendment does not refer to those transac-
tions in any manner.

Mr. WILLIAMS. If that last explanation be correct, then T
have misunderstood the Senator when his amendment was read,
or, rather, when he explained what was in it. If I remember
correctly, the Senator stated he would not interfere with the
owner of a product from selling it.

Mr. CUMMINS. I think I can best explain that by reading
the first paragraph in the substitute,

Mr. WILLIAMS, I want to make another illustration, if that
be the case, Here is a man engaged in the business of buying
and selling live stock—cattle and horses. He lives in Kentucky,
and he goes through Kentucky and Missouri and Tennessee and
buys mules and goes down to Mississippi and sells them to the
cotton planters, and goes down to Louisiana and sells them to
the sugar planters. He makes an agreement down there to
sell somebody 100 head of mules, 16 hands high, at a certain
price. He does not own them at the time he sells them, but he
thinks he ecan buy them at a margin that will enable him to
enter into the trade. That is a ecase where he did not own them
and did not own anything out of which he could produce them.

Mr. CUMMINS. I do not say whether the transaction just
mentioned by the Senator from Mississippi is a safe one or not;
but I do say that it is not touched in any way by this amewml-
ment. Mules are not sold upon boards of trade and exchanges.
You must haye some commodity in which there is sueh simili-
tude that 100 pounds of it or 100 shares of it can be delivered
upon any contract calling for a hundred pounds or a like numher
of shares. This substitute does not reach any such thing. It
touches exactly the same subject that is covered by the amend-
ment of the Senator from Arkansas.

Mr. BORAH. Mr. President——

The VICE PRESIDENT. Does the Senator from Iewa yield
to the Senator from Idaho?

Mr. CUMMINS. I do.

Mr. BORAH. What is the distinetion to be drawn between
the kind of a transaction whieh the Senator from Mississippi
presents to the Senate and the transaction which takes place
upon the board of trade or the exchange except as to the
locality of the transaction?

Mr. CUMMINS. Mr. President, there is no difference be-
tween the legal quality of the transactions. There is a very
great difference between the moral quality of the transactions.

I have read a very few of the transactions of the New York
Stock Exchange. I am sure that the Senator from Idaho will
not find in them any similarity whatever to the ease of an indi-
vidual who goes about the country selling horses, expecting
thereafter to buy horses of the kind agreed upon. I think the
distinction must be perfectly clear,

Mr. BORAH. I must confess, Mr. President, that is not clear
as far as the morale of the transaction is concerned. They
are both dealing in something which they have not; they are
both dealing in something which they do not expect to have.
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Mr, CUMMINS. All that I can say, Mr. President, is that
the history of this country does not sustain the suggestion of
the Senator from Idalo. There has been a great deal of harm
done by gambling upon the stock exchanges and boards of
trade. I do not know of any harm that has been done by sales
such as have been instanced by the Senator from Mississippi.

Mr. SMOOT. Mr. President——

The VIOE PRESIDENT. Does the Senator from Towa yield
to the Senator from Utah? 7

Mr. CUMMINS. I yield to the Senator.

Mr, SMOOT. I wanted to ask*the Senator if a case like this
would be affected by his amendment. Suppose I owned 100
shares of Southern Pacific stock and in my judgment I wanted
to secure another 100 shares of that same stock, and in order
to do so I went to a bank and gave as collateral security for a
Joan the 200 shares—the 100 shares that I wanted to purchase
and the 100 shares that I was owner of. Something may hap-
pen that forces me to dispose of the stock or forces the bank to
dispose of the stock while it is up for collateral security.
Under the amendment offered by the Senator, could the bank
itself sell that stock, not being the owner of the stock?

Mr. COUMMINS. Oh, yes, Mr. President, the amendment
makes ample provision for that. It is confined to transactions
upon the stock exchange. It does not interfere with any busi-
ness that is carried on outside these peculiar and particular
organizations. y

Mr. SMOOT. For instance, in New York if the bank was pro-
hibited from selling a stock upon the stock exchange, then
they would be forced to look around for a customer.

Mr. CUMMINS. Yes; they would be forced to sell to some-
body who wanted to buy the stock, and that is what the busi-
ness of this country ought to accept.

Mr. BRISTOW. Mr. President——

The VICE PRESIDENT. Does the Senator from Iowa yield

.to the Senator from Kansas?

Mr. CUMMINS. Certainly.

Mr. BRISTOW. Referring to the inguiry of the Senafor from
TIdaho [Mr. Boram], I got the impression that he believed that
the 100 mules which the Senator from Mississippi referred to
in his illustration were not to be delivered to the planter.
I understand that when he contracts to deliver 100 mules to the
planters he expects to buy them and deliver them. 8o it is
entirely different from the stock exchange.

Mr, WILLIAMS. That is all I am eclaiming this Clarke
amendment seeks to do. It seeks to confine these operations to
exchanges and to things under similar regulations; that is, the
bucket shops. Stocks sold on stock exchanges are delivered.

Mr. CUMMINS. My amendment is confined in the same
way.

Mr. WILLIAMS,
state the difference.

There has grown up a custom in cotton of buying upon the
basis of middling delivery, and they can deliver any of the 28
different grades of cotton as they are classified upon the New
York Cotton Exchange, with a differential of addition or sub-
traction in accordance with the stuff actually delivered as fixed
by a committee, Now, we have a class of cotton which we call
linters, referred to in the familiar style by the-Senator from
South Carolina as dog-tail cotton. A mill goes into the market
to protect itself, indulging in business on insurance principles,
It buys so many bales of middling cotton. When the time to
deliver comes they hunt around and through the agency of
that committee they deliver to him linters, which is what is
taken off cotton seed after it has once already been ginned.
After it is ginned it goes through another process at the cotton-
oil mill, and what is taken off is linters. Suppose they deliver
that to the cotton mill, No matter what the differential may be,
the cotton mill has no use for that stuff. It is weaving sheet-
ings, drillings, calicoes, and something else. He can not weave
them out of linters, So that danger is held over the buyer for
future delivery. As a consequence he never demands delivery;
he takes his medicine. You understand now why he is afraid
to demand delivery.

Now, not long ago we got tired of that and some of our peo-
ple went up to New York. The South has passed by the time,
thank God, when it ean not finance itself. We knew from the
annual production of cotton here and in Egypt, India, and
elsewhere that cotton ought to be worth 3 cents or 4 cents more
a pound than it had been hammered {down to. These south-
erners determined to assert themselves. Some of them went
to New York. They did not ask any New York bank for
anything, They made their arrangements with New Orleans
and Memphis banks and country banks beforehand, even in
towns as small as Columbus, Miss. They believed the cotton
was worth a certain price, and they ran the risk of meeting anl

I dislike to take up the time, but I will

overcoming the “bear” movement even in that unfriendly at-
mosphere and saw it through. They bought all the cotton at
the quotations these people gave. They then waited until the
time came and made them deliver it.

They would not have undertaken that in an ordinary year.
That happened to be a year when there were very few low
grades of cotton. They always deliver the low grade trash
that has to go through a picker until the fiber is torn to pieces.
Ittltmppened that that was a year of remarkably good grades of
cotton.

These men took the risk. Instead of turning this * dog-tail™
cotton loose, as the Senator from South Carolina [Mr. SairH]
said this morning, they held it until ¢he bears delivered to them
everything of that sort they could raise and serape. They had
to go to work and find sure enough cotton to deliver. Then
when they went out to find sure enough cotton, these men took
every bale they could deliver. They insisted upon delivering the
balance, and lo and behold, the Government comes in and indiets
them for a combination in restraint of trade! The year before
that the buyers and sellers had driven the market down from
a margin very close to the cost of production. Nobody was ever
indicted. We begged that the other fellows might be indicted
for combining. Of course if one set of fellows go in and com-
bine to buy and another set of fellows combine to sell they are
both combining. Are they not?

Mr. LIPPITT. I do not think that that is quite a fair state-
ment of the situation. There was an actual combination in tha
case of the gentlemen who were indicted. There was no com-
bination in the case of the spinners buying.

% Mr. WILLIAMS, The other combination
me.

Mr. LIPPITT. T beg the Senator’s pardon.
he can point to a single instance,

Mr, CUMMINS. I hope the Senators will not pursue that
line further.

Mr. LIPPITT. The Senator from Mississippi, I think, is in
error. There is no tacit eombination or any kind of combina-
tion in the purchase of cotton by different spinners. If there
is such a thing I never heard of it.

Mr. WILLIAMS. That is true, but each spinner's motive
each year is to bear down the future market in order that he
may bear down the price of spots, and with absolutely one
accord that is what they do.

Mr, LIPPITT. The Senator is entirely mistaken. The spin-
ners in this country scarcely have anything to do with the fu-
ture market. It is the rarest thing in the world for spinners
manufacturing to go into the future market, except once in
awhile for the purpose of hedging an actual purchase, and even
then it is very rarely done, -

Mr. WILLIAMS. The Senator from Arkansas [Mr. CLARKE]
proved this morning that some seventy-odd per cent of them
never went into the future market at all. Of course, I am not
falking about that percentage of them. The other 30 per cent
are enough to do the work.

Mr. LIPPITT. That is not an exaggerated statement of {le
case.

Mr. WILLIAMS. T think not.

Mr. CUMMINS. Of course, the substitute I have offered is
not exactly like the amendment offered by the Senator from
Arkansas, or rather the amendment that came from the com-
mittee, or I would not have offered it. The purpose of the
amendment proposed by the committee, which the Senator from
Arkansas has offered, as stated by him over and over again, was
to prevent, suppress, and destroy gambling in cotton; that is to
say, to prevent sales in cotton in which there was no delivery
and where it was expected that the profits and the losses, as the
case might be, would be determined by the state of the market
at a particular time and upon a particular exchange, My sub-
stitute is intended to accomplish that very thing with regard to
every commodity which is dealt with upon these exchanges, I
am not attempting to enter the general business of the United
States any more than is the Senator from Arkansas [Mr,
CLARKE].

Allow me to reply a little further to the question of the Sena-
tor from Idaho [Mr. Borau]. We have discovered, as anyone
who is familiar with the sitnation I am sure will not deny, that
a large part of the transactions upon these boards of trade and
stock exchanges are fictitious transactions; they are not real;
they take the form of sales of commodities. of sales of stocks,
but it is not expected that any real transfer will take place.
We have discovered that through this instrumentality thousands
of men thronghout the country have been wrecked in fortune.
and not only so, but whose entire moral fiber has been stricken
down. We have found these exchanges as the potent power in
imposing upon the people of the country a great volume of

exists all the

I do not think
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watered stock. Practically half of all the stock of the railroad
companies of this country has no real foundation, or had none
when it was issued. I suppose the unearned increment will
gradually absorb it. We may have to pay for all time to come
dividends upon stock that never should have been issuned. More
than half of all the stocks of the industrial companies, the large,
the great industrial companies, have no foundation. They rep-
resent nothing but the criminal, or rather—I will withdraw that
word—the avaricious disposition and the marvelous audacity of
the men who are instrumental in putting them out; and yet
neither this watered stock of the railroad companies nor the
watered stock of the industrial companies would ever have been
foisted upon the country had transactions upon stock ex-
changes been honest and real. This method of doing business
on the stock exchanges has in that way corrupted not only the
morals of the people but has imposed great and enduring bur-
dens upon them which they will have to bear, I assume, for all
time to come, because there are some mistakes which, once
made, can not be rectified.

Mr. BORAH. Mr. President—

The VICE PRESIDENT. Does the Senator from Towa yield
to the Senator from Idaho?
Mr, CUMMINS. I do.

Mr. BORAH. The Senafor from Iowa is discussing now the
feature of the transaction in which I am most interested, and as
to which I asked a question a little while ago, and that is that
it is not yet apparent from the discussion how this transaetion,
for instance, in railroad stocks, in mining stocks, and in such
stocks, affects anyone except those who actually participate in
the transaction. Of course, I can realize, as to those men who
hold the stocks or who deal in stocks, that as between them-
selves they may rob one another, but the question in which I
was interested was, How does it reach out and permeate and
affect society and the people generally? I ask this not in an
unfriendly spirit to the amendment, but rather that it may
mol;l? specifically appear what is the general effect upon the
publie.

Mr. CUMMINS. Mr. President, I am very glad that the Sena-
tor from Idaho has turned me in that direction, because it is the
vital reason for the amendment. If no one were injored save
brokers upon the stock exchanges or upon boards of trade, I
would not be very much concerned in their welfare. I shall,
however, have no difficulty in pointing out how these stock
transactions do affect the whole country.

First let me give my reasons for belleving that short sales on
stock exchanges ought to be discouraged by taxing them. They
ought to be prohibited, In wy opinion, but we have no constitu-
tional power to prohibit them. I suggest this illustration: If
the Senator from Mississippi [Mr, WiLrLiams) is the owner of a
hundred acres of land in his State and he sells it to me for a
hundred dollars an acre, he is not concerned In depreciating the
value of that property; rather, he is interested in maintaining
its fair value under ordinary circumstances. It seems to me
that every seller ought to be surrounded by the same influences
and actuated by like motives. He has sold me property for a
price upon which we have agreed, and his interest in it is at an
end, save to secure the purchase price, if it be not paid at once.
That allows all the normal influences to operate upon the value
of the land. It may rise, it may fall, but it will neither rise nor
fall on account of any interest that its seller has either to in-
crease its value or to decrease its value. .

Now, come to a transaction upon the stock exchange in New
York. The Senator from Mississippi being operating there,
both of us operating there, sells me a hundred shares of Chi-
cago, Milwaukee & 8t. Paul stock at $100 a share. He is not
the owner of the property, and in order to make any profit in
the transaction the price of the stock must decline before the
delivery is made in order that he shall make a profit from it.
Therefore the instant the Senator from Mississippi sells me the
hundred ghares of stock for future delivery it becomes natur-
ally and imperatively his interest to do everything he ean to
affect the value of the stock that he has sold, for in order to ful-
fill his contraet he must buy in the market to make delivery or
gettle the difference. If you will eouple up the single seller with
the hundreds of sellers in stock exchanges in New York and
elsewhere and the hundreds of buyers in the same organization,
you will understand the constant struggle to affect the price or
the value of commodities dealt in upon those exchanges and
all with little or no regard to the infrinsic worth of the thing
sold.

Mr. CORAWFORD. Mr. President——

The VICE PRESIDENT. Does the Senator from Iowa yleld
to the SBenator from South Dakota? .

Mr, CUMMINS, I yield to the Senator from South Dakota.

-

Mr. CRAWFORD. Is there not this difference hetween the
New York Stock Exchange and the other exchanges, like the
Cotton Exchange, the Produce Exchange, and the Corn BEx-
change, in this, that in the New York Stock Exchange before
the stock can be listed af all and have the standing and reputa-
tion which it gets by reason of its being listed, the managers
of the stock exchange do undertake to make a thorough exami-
nation of the company or the institution issuing the stock and
the securities, and the very fact that they are permitted to
list them there does, In itself, establish the fact that they have
actunal and intrinsic value? So there is—and I am not a
defender of the practices of the stock exchange; I think they
are vicious, and that they do amount to gambling; yet I think
it is only due fo say that the very fact that stock is permitted
to be listed there is, In a way, a guaranty to the counfry, and
is accepted as such, that it has actual, substantial value, and the
price at which it is listed is accepted everywhere as its price.

Mr. CUMMINS. Mr. President, stocks are not listed at any

ce.

Mr, CRAWFORD. I mean as the stock is quoted there.

Mr. CUMMINS. It is quite true that the stock exchange in
New York and the stock exchanges everywhere undertake some
| kind of an examination into the regularity of the organization
or the company or the corporation that issues the stock, but
of course a moment’s reflection will show that such an exami-
nation has little to do with the real value of the stock, because
the stocks now listed upon the exchange in New York rum all
the way from practically nothing to quadruple par value. I do
not say that some of these low-priced stocks were of so little
value at the time they were listed, but that is the way they
turn out. I repeat, lest it may be forgotten, that the great vice
of short selling in and of itself is that it creates a motive on
the part of the seller to depreciate the price of the thing sold
until the delivery is made, for in no other way can the seller
make any profit from the transaction.

I think values ought to be determined by a consideration of
legitimate conditions. If it be the value of a share of stock in
a railroad company, what are its present earnings, what are
its earnings likely to be, what Is money worth, what is the
general financial condition of the country? and so on. These
are legitimate matters to be considered, but the war between
the man who sells and the man who buys, the one to depreciate
the stock and the other to lift it up, is demoralizing to the
honest business of the country.

Mr. WILLIAMS. Mr. President, I should like to ask the
Senator from Iowa a-guestion.

The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from Mississippi?

Mr. CUMMINS. I yield.

Mr. WILLIAMS. Are stocks upon the stock exchange sold
upon margins without actual delivery?

Mr. CUMMINS. In the various stock exchanges the time of
delivery is different. In the New York Stock Exchange stocks
are sold upon a margin of 10 points, or 10 per cent, I believe,
and the delivery is made within the day, generally, but not
always, by what {s known as borrowed stock. With respect to
every corporation whose stock has been sold in this large way
there are blocks of stock in the hands of men in New York
who loan it to Tom, Dick, and Harry for the purpose of making
the deliveries that are required by the rules of the New York
Stock Exchange, and I think that, technically, all the sales of
capital stock that are made in the New York Stock Exchange
are delivered in that way, and not 20 per cent of them are trans-
ferred upon the books of the corporation which issues the stock,
but the certificates themselves are delivered. They are deliv-
ered through the medium of borrowing, a practice under which
a man who has a little stock loans it in order that the man to
whom he loans it may make a delivery on a sale which was made
without ownership at all. Out of that, of course, there comes
some profit. Then there is a grand clearing house. As sug-
gested a few moments ago in regard to cotton, these men get
together at the close of the day’s business, and they adjust the
transactions just as they do in the clearing house of banks, and
a very few certificates of stock, comparatively, are sufficient to
make deliveries for the entire transactions of the day. I be-
lieve that kind of business is bad for the country and bad for
the people who engage in it. If no one engaged in it but the
members of the boards, we need be less concerned about it, but
the great proportion of it is carried on by the members of the
boards for men who are not members of the board or of the
stock exchange, upon orders from all parts of the eountry. This
country is simply full of men who have been ruined by selling
or buying stocks on small margin, and selling grain, too, because
we in the West are just as much endangered through transac-
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tions upon the Board of Trade in Chicago in ouf wheat;, in
our oatg, and in our meat as is the South with respect to her
cotton.

Mr. WILLIAMS. T should like to suggest to the Senator
there, that one of the reasons why this amendment was con-
fined to cotton was that, so far as I know, there has not been a
complaint before the committee from a single grain grower in
the United States, nor has any attempt been made, so far as
I know, to procure for them legislation like this. So far as I
know, when the Scott bill was up, the committee was forced by
the western farmers—>Mr, Scott himself being a Westerner, a
IZansas man—to confine the operation of the bill entirely. to cot-
ton, because the other producers did not want their products in-
cluded in it.

I want to tell the Senator why the difference occurs. There
are, I believe, three or four grades of wheat—I think there are
four. Every grade of wheat is eatable; it is consumable; it is
valunable, and when a man buys upon the basis of No. 2 wheat,
if he has No. 1 delivered to him or No. 3, the differential is fixed
by the spot wheat market sales on the day of delivery. That is
perhaps the reason why this sort of difference exists in the two
sections of the country.

The cotton producers have demanded this legislation; they

have been asking for it for years. There was a time when’

the wheat and corn producers were doing the same thing, as
when the Hatch bill was being considered ; but, for some reason
or other, the western farmer has ceased to complain about
options and futures in connection with his product. Not one
complaint from the West has come to the committee.

Mr. BRISTOW. Mr. President, if the Senator from Iowa

will yield—
The VICE PRESIDENT. Does the Senator from Iowa yield
to the Senator from Kansas? .

Mr. CUMMINS. Certainly.

Mr. BRISTOW. I desire to say that the Senator from Mis-
sissippi [Mr. Witoiaams] is mistaken as to the sentiment of the
farmers who produce wheat and cattle. Mr, Scott incurred the
hostility of the farmers' organization of Kansas for yielding
the point as to wheat, and it was one of the very potential
reasons that resulted in his retirement from Congress.

Mr. WILLIAMS. I do know that we had them all in the
bill and they were all stricken out except cotton, and the reason
given was that the producers of the other products were not
demanding it and were not subject to the same conditions.
Whether or not that reason was founded in fact, I do not know,
but I do know that that happened. -

Mr. BRISTOW, The real reason was the powerful influence
of boards of trade in the western cities that speculated in the
grain market. The organization of the Farmers' Union, which
is a very powerful organization in some of the Western
States, is just as anxious about legislation of this kind in re-
gard to wheat as the cotton planters ean be in regard to cotton
in the South, but, having lost some years ago in their fight
here, they feel discouraged, and they are not here because they
do not think there is any use of being here.

Mr. CUMMINS. T recognize the difference between whenat
and cotton in the respect mentioned by the Senator from Mis-
sissippi. The range is not so great, nor do I think there could
be delivered one grade upon a contract made for another
grade.

Mr. WILLIAMS. It is not only a question of range, but
every grade of wheat is useful for eating and consumption.
There is no such thing as useless, unconsumable wheat.

Mr. CUMMINS. Mr. President, that is quite true, and it is
also true, as I understand, that there is nmo such practice on
the boards of trade in the West as will permit the delivery of
one grade of grain upon a contract for the delivery of another
grade of grain; but the Senator is entirely mistaken, as just
stated by the Senator from Kansas [Mr. Bristow], in the atti-
tude of the western .grain growers, and he will look through
the records of Congress in vain for any statement by any real
grain grower fo the effect that the proposed legislation of a
few years ago would injuriously affect him. The men who
opposed that legislation and the men who finally accomplished
-their purpose were the grain buyers throughout the West,
closely affiliated, of course, with the Chicago Board of Trade.
But I do think, speaking candidly, that the legislation which
I have proposed is less needed to protect the farmers from
speculation in grain than it is to protect the whole country
from speculation in the stocks of corporations.

I come now to my final suggestion. I was asked why we
should concern ourselves in this matter and how it affected the
public welfare. Let me answer that question very briefly, but,
as I think, very conclusively. I remarked a few moments ago
that the practice of the last 15 or 20 years in the capitalization
of corporations was now under condemnation.

No one now attempts to defend the overcapitalization of grent
organizations; we all deprecate what has happened in the last
few years; but it does not require a moment's reflection to con-
vince anyone familiar with the subject that the only way in
which the watered securities of overcapitalized corporations ean
be put upon the market and distributed among the people is
through the conspiracies which go with short selling, is through
the speculative and vicious transactions daily witnessed upon
stock exchanges. I challenge any Senator or any other man to
point out how the common stock of the United States Steel Cor-
poration could have been floated through the markets of this
country save through the instrumentality I have mentioned.
The wh_ole process lends itself to overcapitalization, and if you
once eliminate or exterminate short selling there will be no
opportunity in the future to duplicate the wrongs which these
men have committed against the business of the land in the last
few years.

Moreover, this practice is intimately connected with the bank-
ing system of the United States. No one now questions the
unwisdom of the use of money in New York and in other large
centers of the country made up of the reserves of the banks
throughout the land. When the investigation to which I re-
ferred a few moments ago was being carried on, I remember
there ‘were nearly $800,000,000 then loaned in the city of New
York alone upon transactions such as I have deseribed. If you
will eliminate short sales from the New York Stock Exchange,
there will be no longer a proftt in this great stream of money
flowing from the West toward the East, but it will be employed
where it belongs—in transactions which are fair, legitimate, and
helpful to the people.

For these reasons, Mr, President, I have offered this substi-
tute. I do not shrink from the charge, if it be made, that it is
radical. It is a radical proposition—radical in the sense that
it overturns a kind of business that has been carried on for
years in the United States, the excesses of which, however, and
the evils of which have been more manifest in recent years than
ever before. If the proposition is right, it ought to be accepted
and if short selling ought to cease upon boards of trade and
stock exchanges, then we ought not to hesitate in adopting the
amendment which I have proposed. If, however, we desire to
foster and stimulate the sales of stock, of grain, of cotton, by
men who have neither produced them nor deal in them—I mean,
deal in them in the sense of transferring them from one person
to another—if we desire to shield what I believe to be the most
vicious, the most pernicious, the most demoralizing influence in
American business, then we will ignore the substitute which I
hayve offered; but if we believe that the American people ought
to go forward fairly and honestly selling what they have to sell
and buying what they want to buy without the intervention of
the men who sell what they do not have and the men who buy
what they do not want, we will adopt the substitute. I submit
it, hoping that the Committee on Finance will carefully consider
the propriety of enlarging the scope of the amendment proposed
by the Senator from Arkansas.

Mr. BRISTOW. Mr. President, I wish to inquire of the Sen-
ator from Iowa if he does not think more people have lost their
savings and more men have been ruined in business by gambling
on boards of trade than ever were injured by the Louisiana
lottery when it was running in its full power?

Mr. CUMMINS. Obh, Mr. President, vastly more. The Louisi-
ana lottery was a pink tea, with bridge whist as an accompani-
ment. The dealings on the stock exchange of the kind I have
referred to are the roulette tables in the palace at Monte Carlo.
I venture to say that there are scores and scores of people in my
own eity who habitually send all they can save, beg, or borrow
into the vortex of the institution that we call the board of trade.

I know the board of trade does a great many honest things
and performs a great many useful and legitimate functions.
These I would see continued. Nevertheless, inasmuch as a man
ecan buy a thousand bushels of wheat or sell a thousand bushels
of wheat by telegraph, depositing only a very small margin, he
either buys or sells a great deal more than he could possibly
take or pay for if it were offered to him, and the moment the
market turns a little against him his margin disappears and he
has lost his deposit. In that way our State, and I think nearly
every State of the country, is filled with men who vainly pursue
this * will-o’-the-wisp,” trying to make large gains out of small
investments, an effort which in nearly every instance comes lo
naught and ends in hopeless disaster.

It transpired in some investigation—I can not now recall just
which one it was—that 95 per cent of the outside men who in-
vest their money in these short selling or buying transactions
lose it. The people outside do not make money. There are a
few people who do—the great geniuses of the country, the great
manipulators of markets, the men ‘who have vast power and in-
fluence. They can accumulate fortunes, and often do, I believe.
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But the average men, with a little money, scattered throughout
the country, who send in their orders for a few thousand bushels
of wheat or for a Tew shares of stock, all, or practically all, lose
their money. They not only lose what they have invested, but
their moral fiber is weakened and they become unfit to carry on
legitimate and lawful business.

Mr. NELSON. Mr. President, there are two sides to this
question. In order to illustrate what I mean I will give the
Senate a little bit of past history.

My predecessor in office in the Senate introduced or advocated
a bill to do away with options in wheat. There was quite a
controversy over it in the State of Minnesota. The millers, the
men who bought wheat, were in favor of it. It was said at the
time—I do not know whether it was true or not—that it was
because some of the millers had been speculating in wheat and
had gotten caught by the Chicago fellows. For awhile they
had the farmers interested and made them believe that it would
be a great help to the farmers to destroy this option business.
But finally, after due consideration, most of the farmers in Min-
nesota lost interest in the proposed legislation and came to the
conclusion that option dealing, while it might hurt the specu-
lators who were engaged in it, was notf, after all, such a bad
thing for the farmers.

Without option dealing the only buyers the farmers would
have for their grain would be the millers, and they would con-
trol the market. The millers could absolutely say what the
farmers were to get for their grain; and what the millers did
not buy, or what they could not sell here at home, would be con-
trolled by the foreign purchasers, the importers in foreign
countries.

I recollect quite well what the farmers said at that time. I
was nothing but a plain farmer myself then. They said:
“Iere, it is to our advantage to have two sets of buyers—not
only to have the millers, who want our wheat for grinding,
but to-have these option fellows in the market, too. They
somotimes help to boom the price and we get a little more for
our wheat. To be sure, some of these school-teachers, these
young fellows who want to get rich quickly in the different
iowns, go to these bucket shops and speculate in wheat; but
what do we care for that? This speculation, one way or an-
other, makes a bigger market for us, and especially when they
get up a corner. If we have wheat in our granary at a time
when they get up a corner, and can load up our teams and rush
it to market, swe may be able to get 10 or 15 cents a bushel
more than the millers would possibly pay us.”

So the enthusiasm in favor of tlat legislation that first
appeared in our State among the farmers utterly died away.
They began to think that while option dealing in itself intrin-
sically was not exactly according to the creed of the apostles,
yet after all it was not such a dangerous thing for the farmers.
It gave the farmers a more extensive and broader rarket, and
once in a while it gave the farmers a chance to get a little more
than they otherwise would have gotton for their wheat.

I am interested in the welfare of the farmers. These people
who are foolish enough to bet on baseball or gamble in wheat
or cotton are a set of gamblers. I do not know why my heart
should go out to them. I am with the cotton raisers and the
wheat raisers, and I am for whatever will help to give them
a bigger market and a better market and a bigger class of
buyers. Even if a part of the buyers are nothing but gamblers
I have no objection, from the standpoint of the farmer,

Mr. WEEKS. Mr. President, I understand the question which
has been up for discussion part of the afternoon, on the question
of cotton futures, is to be referred back to the committee. Hav-
ing that in mind, I desire to submit for printing some letters
and telegrams which I have received relating to the subject.

One of the letters is from the treasurer of a mill; the others
are from cotton buyers—mnot cotton speculators in any sense,
but persons who buy cotton in the South to resell it to the mills,
wherever they may be located. They have submitted some
views which I hope the committee will take into account, be-
cause I think they have a material bearing on the subject.

I ask that these communications*may be included in the
Recorp.

The VICE PRESIDENT.
be so ordered.

"The matter referred to is as follows:

NEILD MANUFACTGRING CORPORATION,
New Bedford, Mass., July 10, 1913,

In the absence of objection, it will

Hon. Joux W. WEEKS,
Washington, D, C.

DEeAr Bin: Your favor of the Tth received. If the amendment pro-
viding 6 tnx of one-tenth of a cent per pound on sales of cotton
mul:u-s is fndor‘teﬂ lIt will :'end tg drive “En"] b“flilllsm from our cotton
exchange fo the European exchange, an n t way damag
southern farmer. Y b the

The present handling of the eotton from the South Is very unsatis-
factory to the consumer, and if this amendment is adopted will create

another hardship, In as much as we shall have to pay the tax in the
prlm_a of cotton.

We now have to pay for all cotton shipped from the South on sight
?;:{tur;om date of shipment, they assuming no risks whatever from

8,

-It averages from four to five weeks for the cotton to arrive, and if,
4s is often the case, it should be damaged in transit, we have to make
claim on the carrier, and in many instances it takes months to cfect a
settlement.

Then, again, the cotton is baled in such a manner that we are obliged
to make claims aggregating 20 per cent annually for short weights,
B e il ths Fgrott ton 1s I

ur experience w e Egyptian cotton exactly the opposite,
there being almost no claims for this cotton, T

We inclose a cutting from The Journal of Commerce, which to us
seems a falr argument against the pmgosed amendment.

Thanking you for your interest and trusting that the within in-
formation may be of some help to you when the matter comes up for
debate, we remalin,

Yours, very truly, Jos. H, ALLEN, Treasurer,

A TAX ON 7 COTTON FUTURES.”

The ease with which * fool "' proposals find favor amon
from certain parts of the country is simply amazing.
the House of Representatives has passed a bill imposing what Is in-
tended to be a prohibitive tax upon contracts of sale for the future
delivery of cotton where no delivery is made or necessarily Intended.
A similar bill has received large support In the Senate, and it is not
certain that that body is not now crazy enough to pass it. The Demo-
cratic majority of its Finance Committee observed the last Sabbath by
thrusting such a valsiou into the tariff bill as an expeditious and
effective method of * putting it through.”

We can hardly concelve of its being kept there when the Dbill is re-
ported, but really it is getting to be doubtful how far lunacy miay go
in this Congress. BSurely it can not stay to be enacted. It is proposed
that all contracts for the future delivery of cotton shall be in writing,
and that a stamp tax of one-tenth of a cent a ){gumi be imposed. So
far as dellvery was actoally made the tax would refunded. All such
sales of cotton are treated as *' speculative transactions,” and the eflect
would be to sudppress them, so far as exchange operations are concerned,
for these could not be successfully earried on under such tax.

All who have an intelligent idea of these * speculative transactions,”
which consist of selling for future dellvery as a means of hedging
against changes in Bzice, know that the guestion of actual delivery can
not be determined beforehand, and that in a large majority of cases
there will be a settlement of differences without delivery. It all de-
pends upon the course of prices as the law of supply and demand
operates during the months when they are undergolng adjustment,

The intelligent person also knows that these transactions help con-
stantly to determine legitimate prices, to minimize fluctuations, and to
estahlﬁm as staple a level as it Is practicable to secure. They furnish
trustworthy market gquotations, which are of more value to the pro-
ducer and seller of cotton and the buyer and manufacturer than to the
dealers on the exchange. There is an occasional abuse in an attempt at
cornering the supply or establishing a fictitious price, and such should
be effectively dealt with; but to suppress this speculative market on
the cotton exchanges would be disastrous to American growers and
American manufacturers alike, It would not stop dealings in futures,
but simply drive the business to Liverpool and Bremen at increased ex-
pense to ourselves,

Congresamen
ore than once

Cooren & BrusH,
Boston, Mass., July 3, 1913,
Hon, J. W. WEEKS, -
United States Scnate, Washington, D. €.

Dean Sie: I am in receipt of your letter of the 1st instant acknowl-
edging our wire protesting against the proposed tariff bill providing a
tax 0§ one-tenth of a cent a pound on cotton futures,

1 am aware that apparently the tendency of the legislators generally
Is to condemn all large businesses, including such exchanges as the cot-
ton exchange, and I am also aware that excessive speculation In cotton
has been a very harmful factor to the business interests of the country.

However, 1 am very strongly of the oPimon that the proposers of the
tariff tax are not familiar with the legitimate use of cotton futures in
the run of ordinary business. firm has been for a number of years
located in Boston, with branch offices in Fall River, Providence, and
Montreal, and we cover pretty well the New England States In selling
cotton to various mills in this territory. We have no speculative clients
and no speculative interest in the market. As the bill now reads, if I
understand it correctly, the tax as proposed provides for a payment of
£50 per contrazct in addition to the usual commission, such tax of $50
to be affixed in stamps upon the contract note of sale, and provides in
cases where cotton Is actually delivered upon the contract that the
amount is refunded,

In the use of futures for buying or selling, the legitimate dealer prae-
tically never contemplates ever receiving the contract bought or deliver-
ing the contract sold, for_the reason that a contract, say, in the New
York Exchange calls for 50,000 pounds of merchantable cotton of an
grade reco, hg the exchange; that is, grades running from s;oo(i
ordinary white to fair, middling stain, and stained low middling tinge,
excluding stained cotton below middf]ng in grade and tinged cotton
below low middling.

It is needless to say that a spinner in buying must bave for his work
certaln specific qualities of cotton and would not care to or could not
use a contract covering as wide a range in grade as the New York con-
tract allows. The New York contract is to a certain extent a mer-
chant's contract for a given number of pounds, irrespective of grade.
This is practically what an ordinary buyer South would be compelled to
do; that iz, buy all grades and qualities ‘of cotton, Irrespective of

‘whether he hn.dhan outlet for them or not, in order to secure such quall-

tles as he t have an outlet for. His low-grade stains and tinges
at times would be unmerchantable, and if he could not sell them to
spinners he might sell a contract against them and deliver to the New
York, New Orleans, Memphis, or any such market as was available. If,
on the other hand, after selling his contract in New York he found he
could sell the cotfon to better advantage to a spinner, or parts of it by
ﬁvlng different qualities to different spinners, there would certainly not

any profit in delivering sngainst contracts cotton which he could sell
to better advantage to a spinner, consequently he wounld buy in his con-
tracts previously sold, and instead of delivering the cotton would ship it
to whatever spinners he was able to sell it.

It seems presumptuous of me to atiempt to explain this matter to a
committee who supposedly know something about it, but I find a large
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portion of the business community iz not familiar with the ordinary
methods of dealing in futures. :

The legitimate dealers, South or North, wﬁ freﬁuently have an order
from a spinner who wished to sell some goods and consequently fix the
rice of his cotton. The dealer may not have in hand any of the quali
lie spinner wishes to buy, but by the purchase of contracts in New Yor!

- would be warranted in selling a mill, provided he could g]et a price

whieh In his judgment would enable him to buy the particular quality
the spinner wanted when it is available and then sell the futures pre-
viously bought. In the meanwhile he would have ample protection in
case of an advance in the market. In case of the reverse, If he was
b:f{ylng cotton dally against which for the time being, owing to the high
price of cotion, poor trade conditions, or possibly the fact that the
sﬁtnner could not afford to pay the %rice or cotton at which it was
then eelling in relation to what he could secure for goods, he would sell
future contracts :‘falnst it. In case of a sharp di e he would again
be amply protected by the sale of his futures.

It was only a few years ago, before Mr. Hayne, of New Orleans,
started his bull campaign, that the world was thoroughly convinced that
cotton would not in the life of the present generation ever sell at 11
cents or over except on some temporary short crop, and there is no ques-
tlon In my mind but what the Bouth obtained mlllions of dollars for
thelr crops which they would not have done had it mot been for specu-
lation ; that is, the world's demands would never have put cotton up
where it has been the last few years. In the big crop last year without
the balance wheel of the exchanges cotton, in my opinion, would have
sold a great deal lower. BSpeculation, of course, n & bane to the
spioner and is to legitimate trade, n the other hand, the planter has
certainly won by it. As far as the planter Is concerned, a.ngthlng that
tends to broaden the market for a great commodity must In the long run
e of advantage to him and all concerned; conversely, conditions which
contract it can onlf resnlt in Injury. The use of the exchanges of this
country to every legitimate dealer is of great value, in my opinion.

-A‘mrt from this, in cases of large crops I believe the South would meet
w

th the greatest loss they have ever met with if the proposal Mr.
Clark makes should be earr into a law, and the large .banking inter-
ests would be unwilling to loan money a st cotton which was specu-
latively held, when they have been will to do so when it has been
h by the sale of contracts,
Yours, truly, Cuas. N. BrusH,
—_—

SterEEN M. WELD & Co.,
Boston, July 3, 1913.
Hon, JoEN W, WEEKS,
+ United Btates Benate, Washingion, D. O.

My DeAr Mr. WEEKS: I bhave ty{:iur letter of July 2, and while my
letter to Senator LoDGe, a copy of which I sent you, may be what you
want T would like to add a few words more.

Perzonally, and looking at it from a selfish point of view, T h
this bill will pass. It will throw the cotton business of this eountry largely
into a few hands, and 1f the Lord keeps me allve and well I mean to
be one of those people Into whose hands it comes, It will, though,
wipe out a great ma.nr{msmsll cotton dealers; and T think it is conmrx
to the spirit of the es and contrary to the good of the people an
the Nation that business of any kind should be in the hands of a few.
1 have long wondered whether the department stores were not, on the
whole, an evil; whether there was not greater prosperity and greater
happiness amongst the masses with a dozen people selling shoes
where one or two do, or any other articles besides shoes. The effect of
this law is going to be that the big men will not do buslness on a profit
of 10 or 20 cents a bale, which all my firm gets now, where they
have to run a big risk.

This whole thing is against the interest of the planter and against
the interest of the community as a whole, and Is reverting back to old-
fashioned times, where business was largely a matter of speculation.
As it is now, the cotton business is done on a smaller margin of profit,
I think, than any other business im the world, largely because we can
afford to do it beeause we can guarantee ourselves against losses by
means of these futures.

If you will read mgﬂgther letter, you will see that I say I buy In
several places in the th every day all the cotton I can get. 1 sell
in Europe and at home and in Canada all the cotton 1 can sell at a
profit. At the end of each day we may have five or ten thousand bales
more cotton that we have bought tham we have sold. This I at once
sell against by selling futures, taking what seems to me the best month
on the list for my purposes. Should I sell that cotton the next day,
or any time within one or two months, I at once buy back those futures,
and the futnres presumably, and almost assuredly, bave advanced or
declined with the price of cotton, so that there Is mo loss to me and
no gain. In the same way, if I have sold more cotton than I have
hought, T should buy futures, and when I bought the actual cotion to
fill fhese sales 1 would sell the futures.

Now, this tax of one-tenth of a cent is enough to stop my being able
to do this. The margin of gmﬂt on which we work is so smail that the
thlnim not be done and I am thrown at once on a speculative basis.
If 1 buy the cotton, 1 am going to buy either at a price that I feel sure
I e¢an sell it out at a handsome profit, and that profit must be larger,
because 1 am not able any longer to protect myself by the purchase or
gale of futures.

1 hope 1 bave made this plain to you. If not, I should be very glad

to write more fully. If this bill passes, I do not see why the New York"

and the New Orleans Cotton Exchanges will not pass out of existence,
The Liverpool Cotton Exchange will still k on and do the business
of the world and at a tly increased profit, and Bremen and Havre

nlgo, where they have future exchanges, will share In this, German
has always legislated against cotton futures, and now they have n.ﬁ
to give way and establish a future market in Bremen. It sickening
to have to_fight for you life all the time as we have to In the cotton
business when we are doipg what Is right and dolng what is best for
the country and the farmer and all concerned. {

Yours, very truly.

8, M. WeLD.
P.8.—O0n all these fuiure transactions as hedges for cotton we
shonld have to paty this tax because we do mot mean to actually deliver
E{hﬁ?cnive the cotton. This would make the business absolutely pro-

ve.

BosTOX, Mass., July 1, 1918,
Benator Jouxy W. WEEKS,
Washington, D. O. )
Proposed tax upon cotton futures means that cotton mills will have
to pay 50 cents a bale more for a large portion of their raw product.

Contracts for shipments to mills dur]nﬁ certain future periods mecessi-
tate purchase of future contracts as hedges, and conservative opera-
tions necessitate the nse of the future warket by manufacturers to
hedge thelr surplus stock of raw material. The roposed tax will be a
burden on the spinner and but a skght kandicap to speculation.
INGERSOLL Amory & Co.

TON, 3., e
oy e BosToN, MAss., July 7, 1912

" Eﬂtln
United States Senate, Washington, D, 0O,

DEeAr Bir: We thank you for your letter of July 1.

When a cotton mill sells goods for future delivery, which is the way
thg bulk of their goods Is sold, the mill protects itself by buying futunre-
de.lvcrf cotton from a eotton merchant, and the merchant, in turn, pro-
tects himself by buying cotton futures in one of the future markets. It
would be impossible for the merchant to buy actual cotton and hold it
until the time of delivery, as the lni arges would be prohibitive.
Also a large part of the year it would be impossible to procure thre char-
acter of cotton required by the mill,

-When the time comes for the merchant to ship the eotton to the mill
he buys in the actual cofton and sells out his futures, which he bad
used as a hedge against the sale to the mill.

If the future markets of this conntry were abolished, which this pro-
posed law wonld mean, the cotton merchants wounld use the Liverpool
and Bremen Cotton Exchanges, unless the law prevented this, which
seems improbable, In this way a great deal of business would be taken
away from this country and given to Bremen and Liverpool. If the
law did prevent the cotton merchants of this country protecting their
sales by buying futures in Liverpool and Bremen, It would mean that
only the very strongest houses would be able to take the risk of selling
future-delivery cotton to the mills, This would mean a concentration
of the cotton business in the hands of a very few.

We also think that the bankers of this country wonld be very loath
to loan money upon cotton that was not hedged.  This also would have
aoégggency of turning over the cotton business to a few very rich

Yours, very truly, INGERSOLL AXMORY & Co.

Mr. SIMMONS. Mr. President, I now ask that section 3 may
be passed over. .

I ask that we may now return to the paragraphs that have
been passed over at the request of first one and then another
Senator. I do not mean, of course, to include in that request
the paragraphs that have been recommitted to the committee,
but only those that have been passed over, beginniig with
Schedule A.

I believe the first paragraph passed over was paragraph 14.

The SecreTARY. On page 4, paragraph 14 was passed over at
the instance of the Senator from Utah [Mr, Smoor].

Mr. SMOOT. Mr. President, I notice that in the pending
bill caffein carries a rate of duty of $1 per pound. In the pres-
ent law it falls under the basket clause, at 25 per cent ad
valorem. The Treasury reports show that the value of caffein
runs from $1.82 to $3.12 a pound. I think $3 is about the
quoted value to-day. >

Mr. JOHNSON. Mr. President, if the Senator will pardon
me, I think the figures are incorrect as given in the handbook.
At the hearings before the Ways and Means Committee the
Treasury Department submitted a statement showing that no
caffein had been imported at less than $3 a pound.

Mr. SMOOT. Mr. President, I made the statement that the
reports of the Treasury Department showed that the valuations
of caffein run from $1.82 to $3.12. I think the Semator will not
dispute that statement. I myself believe that caffein is worth
more than $1.82 a pound, and I stated that the price to-day was
a little above $3 a pound. b

I suppose the reason the increase has been made is that in
the same paragraph we find that “impure tea, tea waste, tea
siftings or sweepings, for manufacturing purposes in bond, pur-
suant to the provisions of the aet of May 16, 1908,” are dutiahle
at 1 cent per pound. Under the present law impure tea, tea
waste and tea siftings come in free of duty. I do not know why
the change has been made. Most of the tea siftings, tea waste,
and impure tea used in this country is consumed by the Mon-
santo Chemical Works, of St. Louis, Mo. I take it for granted,
however, that the answer as to the reason for imposing upon
these articles the duty of 1 cent a pound will be “ For revenue

T

I remember when Senator Cockrell first became interested in
a bill permitting impure tea, tea waste, and tea siftings to come
into this country free of duty. I take it that the bill was intro-
duced in the House. I remember that the Senator from Mis-
souri also supported a bill of a similar nature. At that time I
thought it was proper, and I think so still. It is impossible to
produce those articles in this country. They never will be pro-
duced in this country, and they are imported for the purpose of
the manufacture of caffein.

In this bill the rate upon caffein has been increased and a
duty of 1 cent per pound imposed upon impure tea, tea waste,
and tea siftings. I am not going to take notice of the reports
I have heard in relation to the immense amount of tea siftings
the Monsant Chemical Works have on hand and will be bene-
fited by the imposition of 1 cent duty. They may need all the
advantages possible after the passage of this bill. I should like
to encourage the company in every possible way.
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During the last few days I have taken a little interest in
looking up the particular items that this firm makes. I have
also taken pains to learn the prices of some of those articles
when we had to depend entirely upon Germany for them and
the prices since they have been made in this country. After
the passage of the present law the St. Louls firm began the
manufacture of a great many chemical preparations and me-
dicinal compounds that never were made before in this coun-
try. As to one or two of the products of that concern, the
German manufacturer tried to drive them out of business by
reducing the price below cost of manufacture. If it were
necessary, I could name the great reductions to the American
people that have been brought about by this one firm under-
taking the manufacture of articles as to which in the past the
German manufacturer had absolute control of this market.

I feel that it is an injustice to impose a duty upon impure
tea, tea waste, and tea siftings, and I wish to ask the Senator
having this part of the bill in charge if this is not one of the
cases that should be reconsidered and no duty imposed.

In this connection I desire to say that I shall again refer
to this firm when we reach paragraph 19, but I shall be glad
if the Senator will now give the Senate his opinion in regard to
this matter.

Myr. JOHNSON. Mr. President, the commiitee have fully
considered the paragraph referred to and have made a further
investigation. We find that the duty upon caffein, whicl; is 25
per cent, has been increased to about 33 per cent by this spe-
cific duty of $1 per pound. The price at which caffein is im-
ported is about $3 a pound, and the duty of $1 per pound is
therefore about 33 per cent.

In view of this increase upon the product of caffein a slight
duty upon tea waste, which is the raw material used in making
caffein, can be easily borne and will afford a revenue of some
$60,000 a year. The committee are of the opinion that no
change should be made in the paragraph, but that it should
stand as reported.

Alr. SMOOT. Mr, President, if the Senators having the bill in
charge and the Democratic caucus have seen fit to impose a duty
upon this article and do not mean to change it, I shall not make
any further protest; but I do believe it is a mistake. It is the
policy of this bill to impose duties upon articles not produced
in this country that enter into manufactures. I shall content
myself with simply protesting against it.

The Secrerary, In paragraph 14, line 11, after the word
“ pound,” the commitiee proposes to insert *compounds of
caffein, 25 per cent ad valorem,” so as to make the paragraph
read:

14, Caffein, $1 per pound; compounds of caffein, 25 per cent ad
valorem ; Impure tea, tea waste, tea glftihgs or sweepings, for manu-
facturing purposes in bond, pursuant to the provisions of the act of
May 16, 1908, 1 cent per pound, v

The amendment was agreed to.

The SecrerTarY. The next paragraph passed over is at the
foot of page 5, where the committee proposes to strike out
paragraph 19 as printed in the bill and to insert a new para-
graph, as follows:

19, Chloral hi‘;dmte. galol, phenolphthalein, urea, tferpin hydrate,
acetanilid, acetphenetidin, aotipyrine, glycerophosphorie acid and saits
and compounds thereof, acetylsalicylic acid, aspirin, gulacol carbonate,
and thymol, 25 per cent ad valorem.

Mr. SMOOT. That paragraph went over at my request. Most
of the items in the paragraph under the present law carry a
duty of G5 cents per pound under paragraph 65 of the present
law. There are, however, two of the items that fall within the
25 per cent ad valorem duty under paragraph 65.

1 simply wish to call attention to the fact that there is not a
manufacturer in this country who under a rate of duty of 25
per cent produces chloral hydrate. The Senator having this bill
in charge must know that. The price of chloral hydrate to the
American people has been reduced over 50 per cent since it was
first manufactured in St. Louis under the present rate of 55
ecents per pound. Now a duiy is imposed of 25 per cent ad
valorem.
santo Chemical Works, of St. Louis, can not make chloral
hydrate in this country under that rate. The result will be
that just @as soon as they change from the manufacture of this
article to some other in this bill, if they can f£ind one, the price
of chloral hydrate will advance.

I had a rather strange experience some years ago in relation
to medicinal compounds and the purchase price of them in for-
eign countries.

Mr. HUGHES. Mr. President, getting back to the statement
the Senator made, if it is the Senator’s opinion that the lack
of competition in this country is going to make the price return
to its former level, why is it that this commeodity is selling so

I am as confident as that I am living that the Mon-

cheaply in England at present? Why does not Germany take
charge of that market, as she is about to take charge of ours?

Mr. SMOOT. She does take charge of the market in Canada
and in a good many other countries on a great many items.

Mr. HUGHES. I am speaking of free-trade markets—the
English price.

Mr. SMOOT. The English price to-day is controlled by the
German price,

Mr. HUGHES. Why is it that they sell it so much lower
than it can be sold in this country?

_Mr. SMOOT. Because they can make it cheaper.

Mr. HUGHES. Why is it that the English price is 20 cenis a
pound when the product is made in Germany and controlied by
a German trust and is sold here for a considerable advance over
that—>55 per cent?

Mr. SMOOT. But chloral hydrate is not sold in England
to-day for 20 cents a pound.

Mr. HUGHES. That is my information. 4

Mr. SMOOT. The information which the Senator has, then.
must be the price on a lower grade of chloral hydrate than is
manufactured here or in Germany. »

Mr. HUGHES. No. I will state to the Senator that he will
find that condition to exist in a great many cases. The gentle-
man to whom the Senator is referring, Mr. Queeny, of St
Louis, admitted before our committee that there was that differ-
ence in the price for which it was sold in this country and the
price for which it was sold in Germany, and that in England,
where there was no tax to pay, the article was sold at the
price I have stated.

Mr. SMOOT. I have not before me the quotations from the
largest drug house in the world, having a branch in England
and also in New York, but I say to the Senator that the quota-
tions given are not 20 cents a pound in either England, Ger-
many, or any other country., This is the way.Germany does
in many cases where she confrols this market. The German
manufacturers control one particular acid I have in mind, and
a company undertook to manufacture it in this country. Was
it successful? No; because as soon as the company was suc-
cessful in manufacturing it the price was cut in two and then
cut to a price that closed the factory. As soon as it ceased the
making of the acid the price was advanced. In many cases the
German manufacturer sells medicinal preparations to Canada
at a lower price than they sell to American buyers. I have a
sample case before me, and I find upon the face of the label
these words: * The resale and exportation of this article to the
United States of America is prohibited.” In other words, they
will not even allow Canada or any other country to which they
sell to reexport it into this country. For what reason? Be-
cause they control this market absolutely, and instead of sell-
ing this article in this country for 10 cents per ounce, the same
as they do in Canada, they charge every purchaser in this
counfry 43 cents an ounce for it.

Why on earth the Senate of the United States wants to pass
a law lowering the duty on items for which Germany is making
this country pay sometimes three or four hundred per cent more
than any other country pays I can not understand. I am posi-
tive that if medicinal compounds carried a rate of duty of 35 or
40 per cent instead of 15 per cent, as this bill provides, there
would be many articles that would be manufactured in this
country, and the American people would buy such articles more
cheaply.

Mr. NORRIS. I should like to ask the Senator from Utah in
regard to these preducts. What he has said has interested me
greatly. At what price were they sold when they were manu-
factured in the United States?

Mr. SMOOT. Every article in the paragraph, of course, is
quite different in price.

Mr. NORRIS. The particular one?

Mr. SMOOT. The one I referred to?

Mr. NORRIS, Yes.

Mr. SMOOT. At the time it was first undertaken to be manu-
factured in this country it was sold for $1 an ounce.

Mr. NORRIS. At what price later on at the time Canada
took our market?

Mr. SMOOT. Before they had destroyed the manufacture of
the article in this country they had reduced the price to about
20 cents an ounce. That price closed our manufactories. To-
day they are charging 43 cents an ounce to every purchaser in
the United States, and the excess of 33 cents per ounce on
2,000,000 ounces used in the United States amounts to $660,000
on this one particular item.

Mr. NORRIS. What are they selling it for in Canada?

Mr. SMOOT. The retail price?

Mr. NORRIS., Yes.
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Mr. SMOOT. I do not know what the retail price is.

Mr. NORRIS. Was it not the American retail price the Sena-
tor just gave?

Mr. SMOOT. No; I am speaking of the difference between
the wholesale price. They pay 10 cents an ounce. Germany
sells it for 10 cents an ounce to Canada, and they sell it to the
American merchants for 43 cents an ounce. There are used
every year in the United States 2.000,000 ounces, and the differ-
ence of 33 cents an ounce between the German manufacturing
charge and what Canada charges the people of this country
amounts to $660,000.

Mr. NORRIS. Is there a tariff on it in Canada?

Mr. SMOOT. A small tariff.

Mr. NORRIS. Can the Senator explain why it is that they
make that great variation between our market and the Cana-
dian market?

Mr. SMOOT. No; I ean not explain it, unless there is some
ggreement between the manufacturers. That happens very
often in medicinal compounds. I once had a list furnished me
by one of the great manufacturing concerns in this country of
all the items upon which there was such an agreement. Another
“xperience I had was when we held hearings upon a bill to
amend our patent laws and this same question came up. It is
simply a disgrace that we do not in some way or other foroe
the foreign manufacturer from continuing such outrageous dis-
crimination against American commerce.

Mr. NORRIS. Let me ask the Senator further if the price
we pay now in this country is not less than when we made it
ourselves,

Mr. SMOOT. That is true only in part. I will say that it
is lower than it was when we undertook to manufacture it.

Mr. NORRIS. What were the indieations in regard to the
chance of our being able to supply our own market and reduce
the price when we were engaged in its manufacture?

Mr., SMOOT. I do not think there is any question that if
the American manufacturer had been given time——

Mr. NORRIS. How long were they engaged in this attempt?

Mr. SMOOT. A number of years, but just as soon as the
production became suflicient to anywhere near take care of the
American market, then the German manufacturers made up
their mind to crush it out of business, and they did it.

Mr. NORRIS. What is the raw material out of which it is
made?

Mr. SMOOT. I do not really know. It is only one of many
cases, I will say to the Senator.

The VICE PRESIDENT. The question is on agreeing to the
amendment of the committee.

The amendment was agreed to.

The Secrerary. The next amendment passed over iz on
page 8, paragraph 31, It was passed over at the instance of the
genior Senator from Connecticut [Mr. Braxpvecie]. The com-
mittee proposes to strike out paragraph 31 as printed in the bill
and to insert a new paragraph, as follows:

81. Extracts and decoctions of nu 1s, Persian berries, sumnc' lof;
wood, and other dyewoods and all e cts of vegetable ori sultah
for dyeing, coloring, or staining, not tpedallf provided for this sec-
tion : all the forqufnz not containing aleohol and not medicinal, three-
elghths of 1 eent per pound,

Mr. BRANDEGER. Mr. President, a radical change of course
it is apparent has been made by the committee in this para-
graph. The paragraph stands reclassified and a large portion of
it transferred to the free list, as will appear on page 152, para-
graph 626 of the bill.

This involves one of the leading industries of my State. There
is a large factory located at Stamford, Conn., making one of
these tanning extracts known as quebracho. I wish to read
from the brief filed before the committee by a committee of
manufacturers of these tanning extracts:

The largest quantities of tanning extracts used in the United States
is that made from chestnut wood and ?uebru_-ho wood. These extracts
are mapufactured in Virginia, West Virginia, North Carolina, Tennes-
see, Pennsylvania, New York, and Conpecticut. The chestnut wood
used grows in Pennsylvania, Virginia, West Virginia, North Carolina,
and- Tennessee, and the quebracho wood is imported from the Repub-
lles of Argentina and IPParaguay.

As already stated, 2 sample of the gquebracho wood and of the bark
has been submitted. This wood holds the same position as dyewoods,
according to gungrné)hs 20 and 559 of the present law, and the same
statement made for dyewood applies to quebracho wood,

We would add that after & quebracho tree has been cut down and
allowed to lle on the ground, which is always the ecase, it mes
necessary to remove the bark; otherwise the sap contained in this bark
breeds a large quantity of worms which I iately attack the wood
and Injures its valoe for extract purposes.

L L L - - - -

The first mention of quebrncho distinet from other tanning extrac
was made in the law of 1807. At that time only one grade was shipp
into this country, as regards density or gravit!. and that :f“de wWas a
liguid article in barrels standing at about 28° Baumé an containing
about 35 per cent of tannic acid, and the law of 1897 placed upon this
grade one-half of 1 cent per pound.

Tanning extracts are sold by the pound, the price ound based
upon the percentage of tannlc acid or tannin, ¢s it is tgﬁrma%. contained
In a pound; therefore according to the stremgth or the weakness of
the percentage of tgn Is fixed the price per pound on the market.

Bome time after 1897, and prior to 1909, great improvements were
made In machinery and apparatus for the reducing of liquid extracts
to solid extracts without injury to the article so reduced. Extracts
from woods are very susceptible and ean easily be ruined by excessive
heat, nothing more so than tannic acid, and these new methods and im-
provements enabled the manufacturer of the liguid to reduce these
extracts further; or, in other words, to take the llguid which was at 28°
Baumé, representing one-half quebracho extract and one-half water, and
containing 35 per cent of tannic acid, to a heavier density by drivin
:xll' tr'::al::et half amount of water and producing what is known as soli§

By driving off this water, they of course made 1 pound of extract
represent more quebracho and less water, the result showing that this
solid article contained about 12 to 15 r cent of water only and 65
per cent of tannic acid. This decrease 'o?ewa ter and Increase percentage
of tannie acid immediately increased the value Eer {:round. Therefore in
1809 the manufacturers of this extract in the United Btates asked
that an adjustment or equalization be made to meet these new condi-
tions, and that the duty of one-half of 1 eent per pound on the liguid
%uebrs,c‘!'m remaln as in the law 1897, by adding the words " under 28°

aumé "—which Is the universal standard im this count and all
European countries to distinguish the difference between Ilguid and
solld extracts—and that the solid extract, or that above 28° Baumé, be
placed at eeven-eighths of 1 cent per pound, which wounld equal the
one-half eent per pound on the liguid, as the solid was 65 per cent
tannic acld instead of 35 per cent, as in the liguid.

The Congress at that time, In 1909, saw fit to make the rate of duty
on the solid three-fourths of a cent per pound, as per paragraph 21—

I think it means 22—

in present law, instead of sevm-e!fhths of a cent, which we asked for,
which was a slight reduction, as it made the duty, based on the per-
centage of tannic acid—viz, 65 per cent—less than the old duty of
one-half eent on the liguid—rwiz, per cent—as In 1897. The foreign
manufacturer, In addition to this decrease In duti on solid, gained a
reduction of i‘relght in that they did not pay on the weight of barrels,
as they Pnt up and ship the solid in bags, which Is a mueh chea
ra aJan barrels ; also nevin(iz the freight on 50 per ccnt water that
hey formerly gald on the liquid extract, and getting about double the
p;t_cl:%gt?hey could get for the liquid which they brought in under the law
o -

Manufacturers of tanning extracts have always felt, and still do,
that this adjustment was not an advance In 1909 but actually a redue-
tion. Immediately after the Bamage of the 1909 law liguid extracts
were no longer imported Into this country, it coming only in solid form.

The foreign manufacturer Is noted for his shrewdness, and were it
not to his advantage he would not have dropped the liquid entirely in
tavor of the solid.

Our greatest com?etlﬂon in quebracho extract—in fact, we might
say 90 per cent of it—comes from the Argentine Republie, and from
one concern in that country, known ae the Forestal Land, Timber &
Rail Co. In 1896 and 1837, when this extract was first manufactured
in the United States., there were a number of small independent manu-
facturers In the Argentine Republic, but certain Germans, seeing an op-
portunity for large combinations. started in, and late in 1907 our agent
or representative In Puenos Aires wrote us a letter, in which he said
an agreemempt had been made between several of the quebracho extract
manufacturers, etc., of the Argentine Republic as to the fixing of prices
and the selling of the extra ct, and stating that * the signing parties are
the Forestal nd, Timber & Railway Co. the Puerto Sastre Co., T. H.
Bracht &" Co., the Puerto Marie, the Industrial Del Chaco, and the

S84 .

Since that time we have been constantly hearing of the Forestal
Trust; and nothing, we think, can be more convincing as to their in-
ereased wth and power and control! of this business than to quote
from their own reports and the newspaper statements relative to what
theiy have done.

n 1909 there appeared a small pamphlet, published In London by
this company, giv!lt!g maps, views, and facts coneerning their business,
and they state in this prospectus that their chief Wy ess is to make
the extract from the quebracho wood.. We quote:

It Is Interesting to note that the ploneers of the quebracho-extract
Indus: were Messrs, Hartneck, Portalls, and , now directors
of the restal Land, Timber & Railways Co.

“he result of the labors of those gentlemen culminated in the for-
mation of the Compania Forestal del Chaco, which built a factory at
Guillermina eapable of turning out 24.000 tons of extract per annum,
some 300 miles north of the factory which had already be
Hshed at Calchaqui, which had a capacity of 14,000 tons yearly, and
they later on completed a third plant with a capacity of 7,006 tons
yw']l‘v'h“ Peguaho.

e e business of that comp&nt% was taken over by the Forestal
Land, Timber & Railways Co. (Ltd.) as from the 1st January, 1906,
This company has now a share eapital of 1,200,000 pounds sterling,
of which 1,171,600 pounds sterling has been lissned, divided equall
Into preference and ordinary shares, besides £477,680 sterling outstnnd‘-
Ing ﬁpper cent first mortgage debentures.”

On a slip placed In this book after publeation they say:

“ Qince this pamphlet was sent to press the Forestal Land, Timber &
Rallways Co. Fftd.} has purchased $1.500,000 paper (or, say, 130.000

unds sterling) of 6 J;er cent first mortgage debentures of La Socledad
ﬁzlebncha!u Euslona os at 90, and secured at the same time the con-
signment of the total production of the Fusionados extract for the
next seven years.”

The Review of the River Plate (a trade paper published in
Buenos Mm&.ﬁ under date of June 16, 1911, J)rmntu the report of the
directors to stockholders for the year 1910, and states:

“ The company has taken a substantial particlpation In the eapital
of the Ocampo Rallway Co., which owns 36 kilometers of permanent
way between the port of Ocampo and the terminus of the company’s
Malberti Railway, together with rolling stock, an Inwvestment which will
conduce to the economical working of the Cam&: Redondo factory.
The directors have been advised bg cable that long-deferred ar-
rangement with the F‘u,glonados Co. has been completed, and they awalt

fuller mw:ﬂcnlsrs
onados Co. and the Ha & Co. were the largest snd
mf.‘?%m competitors the ‘;l":trhutal Co. in the Argentine, and now

1912, at ir stockholders’ meeting in London, they Issued a
stat?ament. withg: balance sheet (a copy of which we have) show-
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ing a profit of aver £420,000 steﬂin? They also declared for 1911 divi-
dends, the same as previous year, 1910, viz, 14 per cent on their pre-
forred stock and 24 per cent on their ordinary or common stock.

Next to the Argentine the largest manufacturing interest of this
extract is found In Germany, and was started some years a§o in
Hamburg by Mr. Herman Renner, This gentleman, as alrendy shown,
is a director in the Forestal Land, Timber & Rallways Co,, and we now
guote from a Hambur§ paper of October 23, 1912, as follows:

“(ierb und Farbstoflwerke H. Renner & Cle A, G. Hamburg.

“The principal object of the extraordinary stockholders meet[n%
held on October 28 was the proposition to accept an amalgamation o
interests with the Forestal Land, Timber & Rallways Co. (Ltd.), Lon-
don. The presiding officer,” Herr Geh. Kommerzieurat, Dr. Ing. Carl
Delius opened the meeting with the statement that the exeentive com-
mittee felt sure that the a,maifsmﬂtlon of interests would be beneficial
to the shareholders, The principal points of the contract were as
follows:

“ We conelude on January 1, 1913, an amalgamation of interest with
the Forestal Land, Timber & Railways Co. (Ltd.)"—

I shonld think they ought to call it unlimited—

“ by handling over our total Jroﬁt. ineluding the dividends, received
from our ownership of Forestal shares and other participations in con-
nection with the Forestal Co.

“The Renner Co. continues its present and absolutely independent
organization ; we In return are to receive a payment, which shall be

averned by the dividend paid on the common and preferred shares of
ts_he Forestal. Calculating the dividend of 19 per cent, paid for the gast
two years on the fully paid-in capital, said payment would amount to
1,040,000 marks a year.

“ Every reductlon of 1 per cent would be al to a decrease of
100,000 marks ; every addition of 1 per cent would represent an increase
of 80,000 marks, but in no case shall the payment of the Forestal Co.
exceed two and one-half millions yearly.

“We to recelve 10 per ecent of all special reserves, but sald amounts
shall be deducted whenever said reserves later on are paid out in the
shape of dlvidends.

“We bind ourselves not to sell any of our *participations' without
the consent of the Forestal. Tais condition does not include the 11,669
preferred Forestal and 0,624 common shares, procured last year, with
which we can act as we please,

“Any profit we may make by a sale of these shares does mot belong to
the Forestal Co., but to our stockholders; we have also reserved to our-
golves the ownership of a special reserve fund of 600,000 marks set
aside to be used for the purpose of a supplement to our dividends in
special instances,

“This agreement has been made for a period of 10 years and can be
muinally canceled by giving notice six months in advance—earliest per
January 1, 1920, by the payment of £30,000 as a compensation.’”

In other words, a penalty for going out of the trust.
“he compensation of a cancellation for 1921—
You can see how far these gentlemen are looking ahead—

*is reduced to £25,000, and for 1922 to £20,000.

* The legui settlement of disputes ghall be subject to the decision of
the English anditors Deloitte, Plender, Grifiiths & Co., and the Revision
Treuhand A. G. Berlin,

“As a Public irdieation of the amalgamation of interests, we propose
the supplementary election of Mr. C. Hartneck, one of the directors of
the Forestal Co., as a member of our executive committee.

“ \We, ourselves, are represented on the board of the Forestal Co. by
onr president, Herr Kommerzieurat and Herman Renner.”

The stockholders accepted the agreement unanimously by acclama-
tion ; in the same way Mr. Hartneck was elected a member of the execu-
tive committee.

In reply te tHe question of a stockholder, whether the possibll.tls
exists to receive for the current I:-ear a conslderably higher dividen
the presiding officer stated that, taking as a basis the result of the past
nine months, it is believed that at least the same dividend as the one
pald last year will be distributed.

But at the last moment he could not say whether a larger dividend
could be pald, beesnuse it was impossible to foretell the result of the
remaining three months, and, further, nobody could tell whether some
complication in reference te the political situation may arise,

In regard to the future prospect of the Forestal Co., the president
Mr. Renner, stated that the present year was of less interest for sa
company than the years 1913 snd 1014,

Tge- outlook for the year 1913 could be called extraordinarily favor-
able, because there have been made such large sales of extract, that it
i believed that the average dividend eof 19 per cent—pald for some
years past—ia safe. In the future also we may count upon receiving
the same good dividends regulariy.

In reply to a further question, the speaker gave the additional
information that the stockholders’ meeting of the Forestal Co. was
taking place on October 28-at 5.30 p. m. in London, and in that wa
all formalitiee in reference to the amalgamation of interest were settl
on the same day.

Again we quote from the Financial Times, of London, under date of
September 25, 1912: .

“The Financial 'J.‘mmsi referring to the reported amalgamation of
the Santa Fe Land Co. with the Forestal Land, Timber & Raillways Co.,
remarks that this will enable them, if thenproject is realized, to keep up
the present price of quebracho, the working of which is the principal
object of the two companies.”

Thus it geems that the control of thls business is pretty well in the
hands of one company, and all they reguiré mow in order to 'eontrol a
large part of the world is the American manufacturing interests which
a reduced taril rate would make it easy for them to accomplish.

In the hearings before your committee In 1909 My, Kﬂpmm. the
agent of the Forestal Land, Timber & Rallways Co. undertook to deny a
gtatement made by Mr. Bkiddy that there had been a trust formed in the
Argentine in_ 1007 to control the price of quebracho extract, but his
deninl Is as follows:

“ AMr, Skiddy states that there was formed a trust to Argentipa In
1907 to control the price of guebracho extract. As a matter of fact,
the manufacturers of quebracho extract, in view of the impending
panle, tried to form a combination to prevent ¢hormous losses, but the
paniec was too severe and the combine went to pleces, and the price
of 2§ cents per pound for quebrache extract, as mentioned in our first
statement, was the result. The Argentine makers of extract had to
take their panic medicine like all the rest of the world."”

Please note that the price went to 2% cents per pound in 1008, as
stated Mr, Klipstein, prior to their purchase of £130,000 of the
Fusionados Co., a very natural result of prices Dbelow the cost of
manufacture,

Mpr, Klipsteln in 1909 furthermore stated before the Ways and Means
Committee in a brief that the price used to be 4% to 5 cents per pound
and generally imported in the form of a liguid extract,

Bear In nd, you please, that Mr, ipstein in this statement is
referring back prior to the time of their making solid extract and be-
fore they realized the growth of the American comfetilion, and this
competition when realized caused a reduction from or D cents for
lignid at 35 per cent tan to 4 centg for solid at 6 er cent tan—
worth in the market almost double the price of the liguid—or, In other
words, they were selling liguid without the American ecompetiton at
a price equal to 9.8 cents per pound for the solld that they are selling
to-day for 4 cents per pound. Why should not prices advance aguiu
without competition?

If the Forestal Co., or their representatives in this country, under-
take to claim that they are being frozen out and that the present rates
of duoty are so great they can not compete, then we would refer you
to their statements already made in thelr reports to thelr stockbholders
at their annual meetings held in London, and their continuing to pay
24 per cent on thelr ordinary stock and 14 per cent on their preferred

stock.

Buch dividends have not been and can not be earned the American
manufacturers. A reduction In the present duty would tend to bring
about one of two results: elther the closing out by the American
manufacturers at great loss or the temmptation to get together advance
prlﬁres :iud cﬁmtrol thf elxldtu-l:et. St ;

e also have receiv a copy O o Dally Mail, of Paris., under
date of November 14, 1912, with an advortfsement of the Forestal
Land, Timber & Railways Co., stating that the capitalization is
£1,700,000, setting forth their great earning power, etc., and offering
to ‘sell £1,000,000 of 5 per cent first-mortgage bonds.

That l?ﬁ;’gﬁ?ﬂ Eave not been checked by the present tariff, we submit

the follo le:
Pounds o |
T&%”ﬁd i i [::lki extr’nl.:o:u Repre-
epresen ported sents | Per
Fiscal year cnding June %ﬁg‘g‘l in solid . United  total tons| cept
30— Department extract, States, per wood £x-
Conimerce pounds.t !é:’pu-tment used for |cess?d
merce | samed
and Labor! and Tabar$
RO ey e s e §7,838 | 40,180,280 43,989, 707 78,583 |......
1907. i 67,310 | 37,663, 600 76,479,846 | 126,572 | 102.8
, B71 | 27,367, 760 , 583,671 | 111,774 | 128.7
66,113 | 37,023, 280 99,108,284 | 176,979 | 167.7
80,210 | 44,917,600 90,483,576 | 161,578 | 101.4
64,703 | 36,238, 720 77,606,700 | 138,584 | 114.2
| L R AR S B e s 68,174 | 38,177,400 74,230,715 | 182,571 | 94.4

l‘l‘lnmnfwoodmnelved and amount of extract same represents each Government

fiscal year.
# Tons of solid extract imported into the United States and the tons of wood sama
0 1] xt:ract imporg}dmna wmd’:g&f bove that used for masufacture
[ an lor same above that for
the United States, S

Please note that in 1906 the United States manufacturers did a little
more business in pounds of extract than did the importers. The
Forestal Trust at that time, as already shown, was pot fully in the
saddle, but later the imports were considerably over I&J per cent, and
in 1008-9 it was the largest, probably due to the low price of 2§ cents
mentioned b{ Mr. Klipstein.

The year 1912 shows sbout double the quantity of extract Imported
as compared with the quantity manufactured In this country, but a
decrease of about 20 per cent from the imports of 1911, This decrease
can not be attribnted to the increase of the home manufacture, as the
only show about § per cent increase between the same years, whi
was 10 per cent less than they showed In 1910,

The present tariff can not be called excessive; otherwise the lmports
would not exceed the home manufacture by 100 per cent and malntain
this position year after year.

We understand that the desideratum of tariff adjustment Is to estab-
lish a rate that will produee the greatest revenue combined with great-
est encouragement for both home and foreign competition ; therefore as
:M tmglf for revenue and competition the present rate should be re-

ned

1 Total money]
T,"E mu Itvﬁ%? received at
Teesgog | AIMAntE | SLaot
cent per
rates.t pound.?
1807... §573, (108, 84 | $428,150. 40 | §145,448. 44
908 469,452, 52 | 337,355.37 | 132,007.15

T43,312,13 | 510,493.36 | 232,818.78
675,626,882 | B5O7,754.41 | 170,872.41
582, 050, 426,901, 41 | 155, 148,84
550, 797,85 | 421,564.33 | 135,233, 52

1012, cennracnrassnnmmrmrnns

1 0n the actual imports each year, vig, d’ cent per peund.

20n total nsed in United States by, ad ing to actoal imports the amount manu-
{wlill‘ed in Unltzd tﬁaméﬂ. % &

% [n revenue overnment even having total consumption imported st
» cent per pound and home manufacture wiped out and no com,gecltlon.p B

Mr. STONE. Mr. President, does the Senator from Connecti-
cut intend to read the entire book?

Mr. BRANDEGEE, Every word of it; yes.

Mr. STONE. Would the Senator be satisfied to print the re-
mainder of it?
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Mr. BRANDEGEE. XNo; the Senator regrets that he is un-
able to be satisfied under those conditions.

Mr. GALLINGER. Mr. President——

Mr. BRANDEGEE. 1 yield to the Senator from New IHamp-
shire.

Alr. GALLINGER. I regret that it was not my privilege to
hear all of this interesting recital. From what I have heard
I infer that this refers to a foreign trust.

Mr. BRANDEGEE. There is no doubt about that.

Mr, GALLINGER. And it is not exciting the interest or an-
tagonism of our Democratic friends, who are so strenuously
opposed to American trusts? :

Mr, BRANDEGEE. I have been requested not to read it. I
do not know what inference the Senator may draw from that.
It continues:

If the tanners of this country understood the actual conditions they
would be more anxious than the extract manufacturers to have the duty
on_these extracts maintained.

We have seen of late articles in the leather-trade papers advocatin
reductions in the tariff, all written by importers or representatives o
foreign manufacturers (or their employees)—the usual method they
have adopted for years prior to tariff hearings,

On the 30th day of August last [1912] the Stamford Manufacturing
Co. wrote to their agent in Buenos Aires, putting to him a few ques-
tions, wishing to have an answer in time to place before your com-
mittee, which we now submit:

Q. No. 1. What is the wage per day or month of the ordinary laborer
at a quebracho factory in the Argentine?—A. The wage of the ordi-
nary laborer in the Chaco is about $20 per month.

Nore.—In this country the ordinary laborer receives $1.70 per day,
about 127‘{ %r cent higher,

Q. No. hat are the waies r day or month of a more intelligent
man, such as bosses, ete.?—A, The wages of a more intelligent man,
such as a foreman, is about $40 per month, or perhaps $30.

NoTe.—The wage of such men In country Is from $2.75 to $3
per dag. or about 56 per cent higher,

(). No.3. What are the wages per day or month of still higher class
of mechanles or engineers who have to be imported to that country?—
A. About £80 a month.

o hu'rs.——-ln this country from $4 to $4.50 a day, about 46 per cent
gher.

Certain other questions as to cost, freights, etc., he states depends
upon_ distance, freight, ete., making the cost of the solid extract on
board wessel ready for shipment to the United States at from $39 to
$62 gold per thousand kilos,

Nore.—This represents 2.6 to 2.7 cents per pound. To this must be
added l_ghfa {lre!ght from the Argentine and the present duty to give the
cost ce here.

Asgumlng an equal division of the various grades of labor (although
the ordinary labor of $1.75 per day would be the largest), the average
shows T6 per cent higher in this country than in the Argentine Repub-
lle. The difference in wages, taking the cost of the extraet in this
country and as shown to be in the Argentine, estimated on the average
higher wage of 7§ per cent, shows about nine-ienths of 1 cent per

nnd.
lw(_‘lnmt nt extracts are largely used In connection with quebracho
extracts,“a combination of the two extracts used quite extensively by
the tanners.

Chestnut extracts are made abroad and could easlly become a part of
the business of quebracho manufacturers, a natural result of a reduc-
tion in the present tariff. Such a result would be injurious to the
American chestnut manufacturers, probably causing many of them to

uit business, thus throwing on the market many plants at low prices,
;'he purchase of which might result in the absolute control of the two
most important and largely used extracts by the tanners in the United
States,

The attached pamphlet Is submitted as part of this brief, it be a
compilation of tge tariff hearings in 1909 and since, and which we be-
lieve in this form will be of aid to your honorable committee.

Mr. President, the industry in my Stale employs in this
process over 800 men. If this bill passes, that industry goes out
of existence, and this entire business will be turned over to the
consolidated British-German trust; there ecan be no doubt
about that. I wanted to make this protest for what it may be
worth, and to eall to the attention of the Senate certain patriotic
words that were uttered here when this tariff provision was
framed in the manner in which it now stands in the existing
law. In 1809, when this clause was under consideration, the
then distinguished Senator from Virginia, Mr. Daniel, one of the
most eminent men the Democratic Party has ever sent to the
Senate, said:

Mr. President, in the view which I shall advocate the proposition
of the pending act—that is, seven-eighths of 1 cent per poum.P—an. cor-

rect, scientific, and unseful rate of duty for the tarif on the solid tan-
ning extract known as “ quebracho."”

And he gave four reasons for the duty proposed. He said:

It is not for an increase of the fariff that I am agking, Lt is for an
equalization of tariff or its approximate, If the proposition as the
Payne committee had it is effected, there will be a reduction of the
IMngley tariff by G} per cent and the better service, as I think, of all
American interests involved.

In the second ﬁince, instead of destroilng or mutilating our Amer-
fcan industries, those who are making chestnut-oak extracts will pre-
serve a competitive relation between foreign and domestic manufae-
turers, a situation evidently in the interest of the people and greatly
commended by political economisis.

In the next fplaee. Mr. Pregident, I think it will preserve the existing
revenue from forelgn importations and in likelihood Increase it, for the
need of the quebracho extract is growing daily, and at a reasonable rate,
which does not prohibit it, 1 think. It is sure to find a constantly
enlar, nf market in this country. .

And, in the next place, which can not be an indifferent considera-
tion, it will steady and assure the employment of many American

laborers, instead of scattering them away from broken-down Ameriean
establishments.

It will give to the American manunfacturers what they have not now
on account of the Dingley Act—a fighting chance, Such, it is belleved,
will be the resunlt of the proposed amendment of the law.

I think that the question of labor is extrava ntly stated in some
cases, but neither the Democratic Party nor the Republican Party have
ever been indifferent to It. I feel careless of the criticism made upon
me that I said in a recent address we must respect labor and put the
difference in labor cost in favor of our American laborers. It has been
S0 lonf that not only the platform declaration of the Democratic Party,
but also those advocated by its leaders, with whose utterances 1 am
familiar, that I think it useless and trite 4o paunse to defend it. But I
will insert here the Democratic platform of 1888, and refer to the
utterances of President Cleveland in his messages. The Democratie
platform of 1888 says: “ Our established domestic industries and enter-
prises should not and need not be endangered by the reduction and
correction of the burdens of taxation. On the contrary, a fair and
careful revision of our tax laws, with due allowance for the difference
between the wages of American and foreign labor, most promote and
encourage every branch of such industries and enterprises by giving
them assurance of an extended market and steady and continued opera-
tions. In the interests of American labor, which should in no event
be neglected, the revision of our tax laws contemplated by the Demo-
cratic Party should promote the advantage of such labor b cheapenin
the cost of necessaries of life in the home of every workingman nng
at the same time securing to him steady and remunerative employ-
ment. Upon this question of tariff reform, so closely concerning every
phase of our national life, and u[;)'n:n everly uestion involved in the
problem of good government, the mocratic arti submits its princi-
ples and professions to the intelligent suffrages of the American people.’”

tax of fifty one-hundredths was a very low tax on the American
extract. It was cut In two practically by the manufacturers who pro-
duced the rorclg'u extract quickly turning from the liguid extract to
the solid, and thus nearly double weight through the tariff. They seek
now to reduce it by another half, and if this Is done, such {s the
resent sitnation of the foreign industry and such our own situation
n the United States, it is almost self-evident that a great trust, with
its headquarters in London, with its capital provided by both Germany
and England, will be seated steadily In the saddle. Unless history
reverses itself, instead of diversified industries all over this country
competing with it, you will have a broken-down lot of American indus-
tries and a triumphant and high-priced foreign master,

And he proceeds to state:

The American manufacturers of extract are in the old colonial States
of New York, Connecticut, Virginia, North Carolina, and Pennsylvania,
and also Tennessee and West Virginia,

He gives the location of the 23 tanning-extract factories in the
United States. He says:

Labor required at full capacity, over 7,000 men.

The proposed reduction is not a sweeping or a destructive rednection,
but one that will conserve every American interest and leave full play
to the competitive forces, both forelgn and American, without assuring
final success to either.

He discusses the docirines and principles of competitive tar-
iffs, and says:

Whenever there is a fair fight between an American and a foreigner
for the control of American things, not involving oppressive or mo-
nopolistie charges on the people, I stand with the American,

t Is only when American enthusiasts overstep the line which seems
to me that of wisdom and fair play that 1 would seek to restrain them
by abating excesses, so that the disproportionate burdens may be re-
ma:rl\‘rgd from imn- fenrmlvg—jAFEriwf?B'

e experience o story, from generation to neratlon, has de-
noted that if we allow the reins of control to slip frf)m our hands and
pass to those of allens, they will immediately increase the cost of
whatever we get from them.

In the course I am pursuing I have Thomas Jefferson as one of the
gpungors for it, and it is sound Democracy of an old and well-attested

rand.

Jefferson advocated a metallic circulation that will take lts proper
level with the like circulation in other countries, and then he says :

“ Qur manufacturers may work in fair competition with those of
other countries, and the import duties which the Government may lay
{ft‘i the purpose of revenue will so far place them above equal compe-

on.

In another place he states:

This means greater destruction to many American industries which
manufacture tanning extracts and puts the foreign quebracho rival In
possession of our markets.

It is m{ hope that both this amendment and the committee amend-
ments will be voted down, and that the pmgnsitlon of the Payne bill
of seven-eighths of 1 per cent per pound on the forelgn extracts will be
confirmed and become the law.

Having thus stated this case in its simple legal relation, we have
those who ask a much higher tariff or a somewhat higher tnrfﬂ'. and we
have the foreign competltors, who have already succeeded in thelr form
of manufacturing in getting the tariff reduced half and now decliber-
ately ask that that half be again halved, with intimations that they
desire its abolition. But a medium course was pursued.

And he proceeds:

Not only is it the fact, Mr. President, that the American tanning-
extract makers arose to their position without the domination of an
Amerlean trust, but within the menace and manifested purpose of an
inchoate, if not completed, foreign trust. We have it in the advertise-
ments and in the papers of those who are trying to get the American
tariff obliterated or so decreased as to leave scarce an{ chance for the
American manufacturer that thei formed a trust in 1907, which was
broken down by the hard times which flooded the whole country.

He says:
I stand in all thingg on the side of the American.,

He states:

AMr. President, I am confronted here with a case that is broadly
American in all of its aspects. Tt is not sectional: it is peculiar in
the fact that my own State of YVirgina has more of these chestnut-
extract establishments than any other State; but they have gone along
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so quietly in their business that they have never been challenged by
anybody as doing anylng lllegal to advance it. Tl'e!e&y are not asso-

clated with any trust that I have ever heard intimat and they have
grown up under the laws which yon created, not making them the
favorites of Con , but giving them, as matters stood, a living
chance. But for that leak in the Dingley law—I do not blame them,
its authors, for it, er the foreigners; but it was on account of the
miscarriage of a moderate tariff that this leak occurred and that this
question arises, Otherwise they wounld have been all right and been
able to maintain thelr competition.

In another place he states:

1 wish to avoid in every way we ean collisions and just grounds of
complaint from other nations; but we' know their wary methods: we
know the great capital they have behind them ; we know the studious,
sefentific industry of scholarship which they apply to them; and under
these conditions, with strifes ahead of us, 1 should be slow to crush
out any sort of well-doing and honest American industry which was
not backed by an oppressive tariff.

He says:

So, Mr, President, without going further ,at this time, I submit
these propositions: First, that seven-elghths of a cent per pound is
a reasonable and, In large measure, an habitual tariff on extracts;
gecond, that it is necessary to equalize the difference between the soll
and the liquid extract by putting on that tariff; third, that it 1s de-
sirable to do so to give a fair fighting chance for success to 23
American establishments which are now organized, with capital In-
vested, and labor at hand, and which must inevitably diminish and
wither if this equalization is not made,

Mr. President, the Senator from Virginia is no longer with us,
but he spoke like a true American when he uttered those words.

I now come to the remarks made at the same time, on May
20, 1909, by the distinguished chairman of the Committee on
Finance [Mr. Simmons]. He says:

The duty proposed is a pure revenue duty, because the quebracho tree
does not grow in this country, and no quebracho extract is manufac-
tured here execpt from a few logs lm&clnrted from the Argentine Repub-
lic. So that every cent that is collectéd under this duty will be revenue
and go into the Treasury. F

AMr. President, it is manifest—and I do not think the committee will
disagree with me about this—that there ought to be a differential be-
tween the liquid extract of quebracho and the solid extract.

He proceeds:

Mr. President, there iz no one asking that the duty upon guebracho
be reduced or removed except the tanners of leather. They are de-
manding not only free quebracho but free hides, while they resist any
reduction in the duty on their product.

I submit that the cattle raiser is entitled to as much consideration as
the maker of leather, and I submit that the 23 manufacturers of chest-
nut extract—0G of which are located in North Carolina and 9 in Vir-
ginia—are also entitled to equal consideration, and if there is any way
by whleh we ean save this indastry from demollition by this foreign
trust I belicve it is our duty to do it.

On page 2211 the Senator from North Carolina [Mr. Sim-
MONS] says:

1 should like to ask who is asking for the reduction of the duty on
this article. Is anybody doing it except the leather manufacturers

And he states:

They want free hides and free quebracho and everything eclse free, but
they do not want anything taken off of their products.
- L ] - - - L] *

Mr. President, there are just two manufacturers of guebracho in this
country. It is stated that one of them has recently transferred his
establishment to Argentina because it is an economic folly to attempt
to bulld up the business of manufacturing guebracho extract here. For
many years these two Institutions struggled along trylng to do it.
They imported the wood from Argentina.

The Senator from North Carolina [Mr. Smraroxs], upon the
roll call, annonnced that if his collengue were here he would
vote to maintain this duty, and then upon the roll call he voted
to maintain it himself.

He states:

Now, we have quite a number of tanners In my Btate, and nearly
every one of them, through a representative, has been here to see me
and try to get me to agree to vote for free hides. The largest one
came the other day. When I told him that I would not vote for free
hides under any circumstances unless leather and shoes were also put
on the free list, he said: * We tanners do not care about the duty on
leather. 1If we can get free hides it will be perfectly satisfactory.” I
gaid, * Go apd put that in writing, sign it, and send it to me.” He
said he would do it. In about two or three hours after that 1 got a
letter from him !nc!oslnﬁ a very lengthy argoment in favor of putting
hides on the free list and retaining the duty on leather, and not saying
a word about the conversation he had had with me.

Mr. President, that represents a typical feature of these prop-
agandas. Everybedy wants to get his raw material free and
keep up the duty on what he makes. I do not think a tariff bill
can be framed upon that theory which will suit the American
people,

The other Senator from Virginia [Mr. MArTIN] states (p.
2215) :

1 tfull bmit to the Senate that, ind dent of
of rxmol;, yi:geﬁnde%t :t anu; eque:stion oe E‘ogn trgd:.m;n neﬁlgg

ent of an art uestion, -the duty as fixed by th mmitt
muld not be fo-.?em{ 3 J v = =

And he voted to maintain the duty upon this article.
The then Senator from Virginia, Mr. Daniel, says, again:

I beg leave to eall the attention of the Senator from Massachusetts
and my collearfuc to the fact, which has not been mentioned. but which
appears conspicucusly all through these papers and hearings; that Is

to say, the tanners, In their pétitions here, have been aetunated by the
foreign quebracho-extract men to appeal to Congress to do what the
quebracho men want. It was not upon the initiative of the tanners,
but they are being used by other people respecting a collateral tariff,

Mr. President, that is the situation here. It hasalways seemed
to me that the protective policy was a wise policy to be pur-
sued in this country, but it has also always seemed to me that
it must be a policy, and not a series of sporadic events and
favoritisms and discriminations. I heartily agree with what
was stated by the distinguished Senators from Virginia and
North Carolina at the time this debate was going on—that it
is in the highest degree inconsistent for one party, in the enjoy-
ment of a protective tariff upon its produects, to come here and
try to get the affected product of another party put on the
free list so that he may have his raw material cheaper, and
still play the dog in the manger by keeping his manufactured
product protected.

I move that the provision of the law of 1009 which is shown
on page 5¢ of the Tariff Handbook, which is long, and which I
will not read at length, known as paragraph 22 of the law of
1909, be substituted for the provision of the pending bill

The matter referred tb is as follows:

Extracts and decoctions of logwood and other dyewoods, and extracts
of bark such as are commonly used for dyf:'lngkI or tanning, not
specially provided for in this section, seven-ecighths of 1 cent per
pound ; extract of nutgalls, aqueous, one-fourth of 1 cent pound
and 10 per cent ad valorem; extract of Persian berries, per cent
ad wvalorem; chlorophyll, 20 per cent ad valorem; extracts of que-
bracho, not exceeding in density 28° Baumé, one-half of 1 cent per
pound; exceeding fn density 28° Baumé, three-fourths of 1 cent
per fFrm.n;nd: extracts of hemlock bark, one-half of 1 cent per
pound ; extracts of sumac and of woods other than dyewoods, not
specially provided for in this section, five-cighths of 1 cent per pound;
all extracts of vegetable origin suitable for dyeing, coloring, staining,
or tanning, not containing alcobol and not-medicinal, and not specially
provided for in this section, 15 per cent ad valorem,

Mr. JOHNSON, Mr. President, I wish to call the attention
of the Senate, although it is hardly necessary to do so, to the
changed conditions now from those of 1909, when the tariff bill
which is the present law was under consideration, and to which
the Senator from Connecticut has alluded.

Under the pending hill boots and shees are placed upon the
free list. So is leather placed upon the free list, while under
the present law it bears a duty of from 15 to 30 per cent. Be-
cause of that fact the materials used in tanning leather have
been placed upon the free list.

Extract of quebracho is used most extensively of all the tan-
ning extracts in the tanning of leather, and it seemed but fair
and just that if leathers were to be placed upon the free list,
the extract used by the tanners for tanning the leather should
also be placed upon the free list. That is the reason why in
this bill it is placed upon the free list.

I might add that the manufacturers in this country have been
handicapped by the fact that they have been compelled to im-
port the quebracho into this country in logs, and then after
chipping to make the extract, so that the consumer has been
compelled to pay the freight upon the waste material contained
in the logs when they are imported, not only in the way of vege-
table fiber, but in the way of water. That has seemed an un-
necessary burden.

The VICE PRESIDENT. The question is upon the amend-
ment proposed by the Senator from Connecticut [Mr, BRANDE-
GEE].

The amendment was rejected.

The VICE PRESIDENT. The question now is upon the
amendment proposed by the committee. )

The amendment was agreed to.

The SecCRETARY. The next amendment passed over ig, on
page 14, paragraph 52, passed over at the instance of the
Senator from Utah [Mr. Smoor].

Mr. SMOOT. 1 believe paragraph 33 was passed over at
the request of the junior Senator from North Dakota [Mr.
GroNNA]. That refers to formaldehyde solution. I may be
mistaken, but I have my copy marked “ passed over” as to
paragraph 33.

Mr. JOHNSON. I think that was not passed over, but was
passed upon when the bill was read.

Mr. SMOOT. I may be wrong.

.The VICE PRESIDENT. The Secretary has no record of it,

The SecreTArY. Paragraph 52 reads as follows: 3

52. sulphate of, or barytes, Including barytes earth, un-

manufactu. 15 per cent ad valorem; manufactured, 20 per cent ad
valorem ; blanc-fixe, br artificial sulphate of barytes, and satin white,

‘or artificial sulphate of lime, 20 per cent ad valorem.

Mr. LIPPITT. Mr. President, I wish to ask the Senators
in charge of this part of the bill if they have taken under
consideration the proposed duty on blanc-fixe. I had rather
hoped they would give that some consideration and think of
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either restoring the dufy under the present law or at least
approximating it.

Mr. JOHNSON. Mr. President, the subcommitiee having it
in charge have taken under consideration the matter to which
the Senator refers and see no reason to make any change in
the bill as reported. It is true-that witherite is imported into
the country, from which a superior quality of blanc-fixe is
manufactured; but we are informed that that sells at a very
high price and that blane-fixe can be produced in this country
withont being made from witherite as a by-product in the
manufacture of peroxide of hydrogen and other barium com-
pounds. When produced in that way the high rate of duty
svhich has been carried heretofore is not at all necessary.

Mr. LIPPITT, I should like to say to the Senator that of
course it is true that dioxygen, which is an antiseptic and is
made in large quantities, produces as a by-product blanc fixe;
but that guality of blane fixe is not adapted to the limited uses
to which witherite blane fixe is adapted. Blanc fixe is an article
which is used by paper manufacturers in whitening paper. The
lower grade of it leaves spots and is not suitable for the very
high grade of paper for which the other is used.

The situation in regard to that particular article is rather
peculiar,
000 worth is used in the country, of which practically one-half
is imported and one-half is made by three small manufactories,
the total product being something under $100,000, and most of it
is made in Rhode Island. It is one of those little things which
are of great importance to those engaged in it, and from a reve-
nue standpoint it has this peculiarity. The duty at present is
about 40 per cent. About $100.000 worth is imported. The duty
proposed is 20 per cent, and the manufacturers say that 20 per
cent will prevent them from continuing the manufacture of it
at all. So by cutting the duty in half you will get exactly the
same revenue that you get to-day, but it will all be imported
instend of half of it being made here.

All the manufacture of the article abroad is controlled by
about three parties, principally in England, and there will be
no possible reason why they should at all reduce the price of it
from the prices fixed to-day by domestic competition here. The
effect of cutting the duty in half, as I have studied this question
out, and I think it is correct, will simply be to produce exactly
the same revenue, probably, that you do to-day, not changing
the price of the article of the consumer in this country at all,
but simply to eliminate the two or three American manufac-
turers of it.

Under those circumstances I was rather in hopes that the
committee would give that such serious consideration that they
would decide, if not to leave the duty as it is, to perhaps make
the duty 30 per cent instead of 20 per cent. It is certainly not
an important matter. From a revenue standpoint it can have
no effect, and the argument in favor of helping our domestic
people, inasmuch as by so doing there is no probability that the
consumers will be charged any more than they will if the duty
is reduced, seemed to present a rather strong case to me.

I did not know whether the committee, if they were firm in
their resolution to make some change, would accept an amend-
ment of 30 per cent instead of 20 per cent.

Mr, JOHNSON. We have thoroughly considered the matter.
We have taken the added fact into consideration that on the
high-priced surfaced paper and the manufacture of blanc fixe
the duties have been largely reduced. For that reason we felt
that this reduction was one that ought to be made in view of
the fact that it can be so easily and cheaply made in this coun-
try without being made from the witherite, which brings such a
high price, according to my information.

Mr. LIPPITT. This article I am talking about merely be-
cause it happens to have the same name, blanc fixe, and the
inferior quality is not going to be put out of consumption. It
is still going to be used for the particular purpose it is used for
now, the lower quality, and is not going to be used for the par-
ticular purpose the higher guality is used for. It is simply a
question whether the proportion of that inferior quality shall
be made in this country or be imported. If it is lmported there
is no reasonable presumption that there will be any change in
the price unless it is increased under the operation of the pres-
ent law of domestic competition and under which domestic com-
petition the price has been reduced from something like $58 to
$38 a ton. Under the proposition where the control is left en-

tirely in the hands of the foreigner we might as well put it at
45 per cent or 50 per cent as leave it as it is. Certainly there is
no reason to suppose that they would reduce the price.

Mr. OLIVER. Mr, President——

The VICE PRESIDENT. Does the Senator from Rhode
Island yield to the Senator from Pennsylvania? 3

Mr, LIPPITT, I yield to the Senator.

It is a very limited manufacture. Only about $200.- |

Mr. OLIVER. I think the Senator from Rhode Island is
attaching rather undue importance to this particular item be-
cause it is something that is used in paper manufacture, since
under the legislation that is now proposed the seat of paper
manufacture will inevitably ultimately be transferred to Canada.
I do not think there is any necessity of considering a small
article like this which is used in that manufacture,

Mr. LIPPITT. I think my constituents would rather take
the chance of having some of the paper industry at least left
here, even if the situation described by the Senator from Penn-
sylvania should eventuate.” I was rather in hopes that the
committee would take that matter under consideration or, at
least, leave the duty perhaps at 30 per cent.

Mr. STONE. Let us have a vote.

Mr. LIPPITT. I move, in paragraph 52, page 14, line 10,
before the words “ per cent,” to strike out 20" and insert * 30.”

The VICE PRESIDENT. The question is on the ameudment
proposed by the Senator from Rhode Island.

The amendment was rejected.

The SkcreTARY. The next paragraph passed over is, on page
15, paragraphs 57 and 58, relating to lead pigments and lead,
acetate of.

Mr. SMOOT. T asked that those paragraphs be passed over
until the Senate had passed upon the question of lead. That
has already been done. Therefore I have not anything to say in
relation to these two paragraphs.

The VICE PRESIDENT. If there be no amendment, the
paragraphs will be agreed to as in Committee of the Whole.

The SecRETARY. On page 17, paragraph 6T—sonps—was passed
over.

Mr. JOHNSON. I ask t#at that be passed over for the
present. .

The VICE PRESIDENT. The paragraph again goes over
by agreement. "

The Secrerary. On page 19, paragraph 74, “ Roman, Port-
land, and other hydraulic cement, 5 per cent ad valorem,” was
passed over.

The committee proposed to strike out this paragraph.

Mr, SMOOT. I asked that the paragraph go over with the
understanding that I wounld submit to the ehairman of the sub-
committee having in charge this schedule an amendment to
take care of white nonstaining Portland cement. :

Mr. THOMAS. T will say to the Senator that when we reach
pnr;li%'mph 76 I shall offer an amendment inserting that com-
modity.

Mr. SMOOT. Paragraph 76 was not passed over. If the Sena-
tor will do that, then I will say no more.

Mr. THOMAS. I will offer the amendment for the com-
mittee.

Mr. LA FOLLETTE. Will the Senator yield to me for a
moment?

Mr. THOMAS. Certainly.

Mr. LA FOLLETTE. Mr. President, out of order somewhat,
I should like to call the attention of the chairman of the sub-
committee having charge of Schedule A to a suggestion which
I wish to make, first, with reference to a rearrangement of the
paragraphs of that schedule. I make this suggestion for the
consideration of the subcommittee. I am not going to follow
it with any motion, but will be content to leave it to the
commitiee to accept it if it commends itself to them, and other-
wise to reject it. The paragraphs of Schedule A on drugs and
chemieals, soap, perfumery, paints, and pigments are all jum-
bled together in utter disregard of their relation to one an-
other. I think a very great improvement ecan be made in that
schedule by rearranging it in groups somewhat as follows:

First, bring together in consecutive order all of the para-
graphs relating to chemicals and drugs. This will embrace
paragraphs 1 to 4, inclusive; paragraphs 7 to 16, inelusive: para-
graphs 19 to 24, inclusive; paragraphs 26 to 44, inclusive; and
paragraphs 48, 51, 65, 66, 68, 70, and 71,

Then follow that with the paragraphs constituting the basket
provisions for chemicals and drugs, embracing paragraphs 5,
17, and 18.

Second, follow this with all of the paragraphs relating to oils.
These paragraphs are 45, 46, and 47.

Third, assemble the paragraphs relating to perfumery, soap,
and so forth. These paragraphs are 47, 50, and 67.

Fourth, form & final group covering paints, pigments, and
varnishes by bringing together paragraphs 25 and 52 to 64,
inclusive.

I nimmke the further suggestion for the consideration of the
subecommittee that paragraph 69, which covers sporges, should
be transferred to Schedule N, to follov, paragraph 392. It is out
of place in the chemiecal schedule,
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While I am on my feet, if I may be indulged for just a
moment more by the subcommittee in charge of the next sched-
ule, I wish to suggest that duties upon at least two articles in
the chemical schediile are excessive and should be reduced. Cne
of them is the duty on dexirine made from potato starch. An
examination of all the data which bears upon the question of
the cost of production or competitive tariff, eall it what you
pleage, will show very conclusively that a dufy of 11 cents per
pound is all that is required. I offer that as a suggestion for
the subcommittee. Judging from the fate of other efforts to
amend the bill '3 motion, I think I will not propose it as an
amendment.

Then, Mr. President, I wish to call attention to one other duty
which I think is grossly excessive.

Mr. JOHNSON. In view of what the Senator from Wis-
consin said in regard to the duty on not all the dextrine but on
the dextrine made from potato starch, the committee will accept
the amendment. -

Mr. LA FOLLETTE. It is dextrine made from potato starch
to which I refer. Perhaps I neglected to specify it as definitely
as I should.

Now I ecall attention to one other duty which I think should
be reduced.

Mr. SIMMONS, I suggest to the chairman of the subcom-
mittee that he accept the amendment and that we act upon it
right now. :

Mr. LA FOLLETTE. Very well.

The VICE PRESIDENT. What paragraph is that?

My, LA FOLLETTE. It is paragraph 37—dexirine made of
potato starch.

Mr. JOHNSON. On page 10, line 3, I move to amend.

The VICE PRESIDENT. There will have to bhe a motion
made to reconsider the vote by which the amendment was
agreed to as in Committee of the Whole.

Mr. LA FOLLETTE. If in order, I will move to reconsider
the amendment made as in Committee of the Whole, or I will
defer to the chairman to make the motion.

Mr. JOHNSON. As the Senator sees fit; it is immaterial.

The VICE PRESIDENT. It is moved to reconsider the vote
whereby the committee amendment to paragraph 37 was agreed
to.

The motion to reconsider was agreed to.

The VICE PRESIDENT. The amendment of the Senator
from Wisconsin will be stated.

The SecrerArY. In line 3, before the word “cents,” strike
out “11" and insert *1}.”

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. LA FOLLETTE. I now direct the attention of the sub-
committee to paragraph 65, and in that paragraph particularly
to chlorate of potash made dutiable at a cent a pound. I feel
warranted in saying that a quarter of a cent a pound on chlorate
of potash is not only a very liberal competitive duty, but it is a
protective duty. There are just three factories in the United
States producing that article. They do not sell in competition
with each other. Their product is ail sold by the Rikers, of 46
Cedar Street, New York. The cost of producing chlorate of
potash in this country is 3% cents per pound. The cost of pro-
dneing it on the Continent is 3.6 cents per pound, and the cost of
producing it in Norway and Sweden is 3.5 cents per pound. It
sells abroad for from 5 to 5% cents a pound and in this eountry
for 93 cents a pound. The combination in this country has en-
tered into an agreement with the producers of chlorate of potash
abroad, by the terms of which it is not to be sold to the Govern-
ment of the United States.

The Rikers people, who control the price in this country, con-
trol one of the powder companies which was a defendant with
the Du Pont Powder Co. in the case which the Government
prought against the Powder Trust.

I think perhaps the suggestion of the Senator from Utah
that it be put on the free list might be worth while, but there is
a difference of a quarter of a cent a pound in the cost of manu-
facturing this article between this and the competing coun-
iries abroad, and the rate of a quarter of a cent would cover
that difference. The rate should certainly be no more than a
quarter of a cent per pound.

AMr. O'GORMAN. Mr. President, may I ask the Senator from
Wisconsin his authority—and I assume he has authority—for
the statement that the corporations engaged in this enterprise
have entered into an agreement not to sell this product to the
United States Governmen?

Mr. LA FOLLETTE. My authority is the testimony given
before the Ways and Means Committee of the House of Rep-
resentatives, and not denied.

L— 254

Mr. O'GORMAN. That being conceded——

Mr. LA FOLLETTE. And the witness who gave that festi-
mony was the president of an independent powder company
that is competing with the Du Pont Powder Co. He is the
president of a powder company located at Peoria, I, and
his testimony before the committee was not denied.

Mr. O'GORMAN. That being the conceded fact, I join in the
suggestion of the Senator from Wisconsin that this article ought
to go on the free list, becausa I think a corporation or an indi-
vidual entering into an arrangement little short of a conspiracy
to prevent the United States from procuring a particular article
is surely entitled to very little consideration when it comes
to the adjustment of tariff rates.

Mr. LA FOLLETTE. And when you take into account the
fact that that particular article is an important constituent of
explosives——

Mr. JOHNSON.
a moment——

Mr. LA FOLLETTE. Certainly.

Mr, JOHNSON. I will make the motion, in view of what the
Senator has said, to reconsider the vote by which this duty was
fixed and ask that the paragraph be recommitted.

The VICE PRESIDENT. The Chair will state that there is
no amendment in the paragraph, but the committee has the
right to have it recommitted with a view of considering it
further.

Mr. JOHNSON. T ask that the paragraph be recommitted to
the committee.

The VICE PRESIDENT. Without objection, paragraph 63,
on page 16, will be recommitted to the Committee on Finance.

Mr. LA FOLLETTE. Mr. President, I am going to venture to
make one more suggestion, and will make it very briefly, be-
cause the Senate has already considered the matter and I do
not anticipate that I ean say anything that will cause the Sen-
ate to change its attitude on that question; but I want to sug-
gest to the subcommittee in charge of this schedule that the
duty on peanut oil be changed from 6 cents a gallon to 1 cent
a gallon. That duty will be a competitive duty, while 6 cents
a gallon will prove a prohibitory duty and wil] subject the com-
mittee and the Senate to criticism for prohibiting its import in
order to protect a competing product produced exclusively in
one section of the country.

Mr. SMOOT. Mr. President, I also suggest to the Senator
having the bill in charge that it seems to me palm nuts and
palm kernels ought to be upon the free list; you have put
palm-kernel oil on the free list. I merely offer that as a sug-
gestion for the consideration of the committee.

Mr. STONE. I wish to say that we have already gone oves
this bill very carefully, and any Senator who had any objec- -
tion to any paragraph in it had only to say that he desired it
passed over or to make any representations he pleased with
regard to it. I have no objection to having these paragraphs
passed over again, except that, if we pass them over, then go
back to the beginning of the bill, start in afresh, and Senalors
get up and say they want something else passed over, we never
will get through with the bill.

Mr. SMOOT. I did not ask that any paragraph or any item
be passed over. I simply suggested that, so long as palm-kernel
oil is made free, it seemed to me that the nuts from which it is
made should be free.

The VICE PRESIDENT. The question is on agreeing to the
committee amendment to strike out paragraph 74, on page 19.

The amendment was agreed to,

The VICE PRESIDENT. The Senator from Colorado [Mr.
TaoMAS] has offered an amendment, which will now be stated.

The SEcrETARY. In paragraph 76, page 19, line 8, after the
word “use,” it is proposed to insert the words *“white non-
staining Portland cement.”

The amendment was agreed to.

The VICE PRESIDENT. The next amendment passed over
will be stated.

The SECRETARY. Paragraph 78, on the same page, was passed
over at the instance of the Senator from Kentucky [Mr. Brap-
LEY] and the Senator from Wisconsin [Mr. La Forrerte]. It
relates to clays or earths, and was read on July 26.

Mr. LA FOLLETTE. Mr. President, my reason for asking
to have that paragraph passed over was to make the sugges-
tion to the subcommittee to put china c¢lay or kaolin on the
free list instead of imposing upon it a duty of $1.25 per ton.
I will either submit to the Senate now some observations upon
the subject, or, if it is agreeable to the chairman of the sub-
committee, will present the matter to the subcommittee at its
convenience,

Mr. President, if the Senator will pardon me
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Mr. STONE, Mr. President, I will say to the Senator from
Wisconsin that if he cares to submit sonie notes to us we will
be very glad to consider them; but I do not know for what
purpose the Senator asked that this paragraph be passed over.

Mr. LA FOLLETTE. I asked to have it passed over, because
I believed that china clay and Laolin slFould go upon the free
list instead of being made dutiable at $1.25 a ton.

Mr, STONE. I understand now for what purpose the Sena-
tor asked to have the paragraph passed over, but I did not
know that at the time he asked to have it passed over and
hence we have not had the benefit of the suggestions which he
cares to make. I am sorry——

Mr. LA FOLLETTE. I would have submitted them at the
time, I will say to the Senator, had I concluded the investiga-
tion which I was then making. I have since completed it and
feel that I

Mr. STOMNE. If the Senator cares to sulmit the resclt of Lis
investigation to the ccmmittee, we will be very glad to recelve it

Mr. LA FOLLETTE. I shall be very glad to save time by
doing that instead of making a motion and submitting the
matter here in the Senate. :

AMp, STONI. That is satisfactory to the committee.

Mr. LA FOLLETTE. I will say, Mr. President, that such a
course will shorten the proceedings in the Senate this afternoon,
because it was upon my request that a number of the para-
graphs of this schedule were passed over, and it would be
quite as satisfactory to me to discuss the several paragraphs
with the subcommittee if they would be willing to listen to
them, instead of taking up the time of the Senate to make them
here for the RECORD. :

My, STONE, The committee will be glad to listen to the sug-
gestions, as I have sald to the Senator. I repeat what I said a
moment ago in regard to the unfortunate attitude in which the
committee is placed if we do not dispose of the passed-over
paragraphg as we come to them.

Mr, LA FOLLETTE. Well—

Mr. STONE. Just a moment, if the Senator will pardon me.
I will say that the committee will be glad to examine with every
proper care any data which the Senator from Wisconsin may
care to submit; but if it should so happen that the committee
does not agree with the Senator from Wisconsin and if that were
to lead to the same debate——

Mr. LA FOLLETTE. Not at all, I make the suggestion that
I will withdraw now the request as to these paragraphs. I will
present what I have to offer to the subcommittee, if agreenble
to them, and if we do not agree as to the changes that should be
made I can later submit anything that I have to say regarding
these paragraphs when the bill is reported to the Senate.

Mr. STONE. That will be agreeable,

Mr. SIMMONS. Would it suit the Senator to let the para-
graph be adopted now, with the understanding that after the
subcommittee and the committee have examined his data, if they
change their minds about it they will bring in an amendment?

Mr. LA FOLLETTE. That is entirely satisfactory to me.

The SecrerTary. Paragraph 78, page 19, is one such para-
graph; also paragraph 80, page 20; paragraph 81, on pages 20
and 21; and paragraph 82, on page 21.

Mr. THOMAS. Mr. President, paragraphs 81 and 82 were
passed over at the instance of the Senator from Washington
[Mr. PornpeExTER]. We have made no change, and will prob-
ably recommend none; but I think it is due the Senator to say
that he was in conference on Saturday with one of the experts
from the customhouse and was to have heard from him to-day,
but the letter came to myself instead of to him. I have not had
an opportunity to hand it to him yet, and I dislike to take up
these paragraphs and consider them in his absence; so we are
perforce asking to have them go over. Paragraph 80 must also
have been connected with his request, which, I think, included
paragraphs 80, 81, and 82. T think that is correct.

Mr. SIMMONS. Mr. President, I snggest that we pursue the
same course with reference to those paragraphs—that they be
acted upon now, with the understanding that when the Senator
from Washington comes in if he desires to offer an amendment
he may do so.

The SecreTarY. The committee amendment in paragraph 80
has already been agreed to. There is no amendment to para-
graph 81. In paragraph 82 the committee amendment is
unacted upon. It is in paragraph 82, on page 21, line 15. After
the word “ China " it is proposed to strike out “and”; in the
same line, after the word “ porcelain,” to insert “and other”;
and in line 16, after the word “ body,” to strike out “having a
vitrified or semivitrified” and insert “ which when broken
shows a vitrified or vitreous, or semivitrified or semivitreous,”
so as to make the paragraph read:

82. China, porcelain, and other wares composed of a vitrified non-
absorbent body which when broken shows a vitrified or vitreous, or

semwivitrified or semivitreous fracture, and all bisque and parian wares,
inciuding clock cases with or without movements, plagues, ornamen
toys, charms, vases, statues, statuettes, mugs, cups, steins, lamps, an
all other artieles composed wholly or In ehief value of such ware,
plain white, or plain brown, not i)aimad. colored, tinted, stained, enam-
eled, ded, printed, or ornamented or decorated In any manner; and
manufactures in chief value of such ware not spec!a:ls provided for in
this section, 50 per cent ad valorem; if painted, colored, tinted, stained,
enameled, gilded, printed, or ornamented or decorated in any manner
and manufactures in chief value of such ware not specially provided
for in this section, 65 per cent ad valorem.

The amendment wasz agreed to.

The Secrerary. Paragraph 83 was passed over. The com-
mittee amendment in that paragraph Las already been agreed to.

Mr. BRANDEGEE. Mr. President, I understand paragraphs
81 and 82 have both been passed over.

Mr. SIMMONS. No; paragraphs 81 and 82 were agreed to,
with the understanding that if the Senator from Washington
[Mr., PornpexTER], when he returns, wishes to offer any amend-
ments to them, he may do so.

Mr. BRANDEGEE. I thought what was being agreed to was
the committee amendment in those paragraphs, to which I have
no objection, and I have no objection to this tentative action
upou them, if I may have permission to submit an amendment
at the same time the Senator from Washington does.

Mr. SIMMONS. The Senator has that right according to the
rules under which we are operating.

Mr. BRANDEGEE. I did not know wlen that right explred;
I did not know how many times we could go back.

The Secrerany. Paragraph 84, on page 22, was passed over,
with the commitiee amendments agreed to.

Paragraph 86, on pi.ge 23, was passed over at the instance of
the Senator from Pennsylvania [Mr. Oriver] and the Senator
from Wisconsin [Mr, LA FoLrLerTE].

Mr. OLIVER. Mr. President, I have submitted an amend-
ment to that paragraph which does not in any way change the
rates of duty or the real meaning, but is only intended to per-
fect the paragraph. I understood the Senator from Missourl
and the Senator from Colorado at the time the amendment was
proposed, said that the committee would consider the propriety
of adopting my amendment. I ask them if the amendment has
been considered? The first part of my amendment is on page
23, line 25, after the word “ glassware,” to insert the words
“ goblets and other glass stem ware™; so as to be certain that
it comprises those articles which otherwise might be con-
sidered doubtful. The second part of my amendment is to
strike out the words *“chief value,” and insert the word
“part.” The most important of the three, however, is that on
page 23, line 25, after the word “blown,” to insert a comma,
and——

Mr. STONE, Mr. President, in order to abbreviate the pro-
ceedings, if satisfactory to the Senator, I will state that the
committee is willing to accept the amendment.

Mr. OLIVER. I send the amendment to the Secretary's
desk.

Mr. THOMAS. Did the Senator have more than one amend-
ment?

Mr. OLIVER. There are three parts to the amendment. I
ask the Secretary to read it.

The SeceeTarY. In paragraph 86, page 23, line 25, after the
word “ glassware,” it is proposed to insert * goblets and other
glass stem ware"; in the same line, after the word “in” to
strike out “ chief value” and insert “ part”; and at the end of
the same line, after the word ‘blown,” to insert *cast or
pressed,” so as to read.

Glassware, goblets, and other glass stem ware, composed wholly or
in part of glass blown, cast, or pressed.

The VICE PRESIDENT. In the absence of objection, the
amendment will be agreed to.

Mr, STONE. I do not know about that part of it striking out
the words “chief value” and inserting the word * part.” Would
not the Senator be satisfled to insert the first part of the amend-
ment?

Mr, OLIVER., I do not think that is of great importance,
and I would be satisfied to have the words “ chief value” re-
main as they are.

Mr, STONE, Then the amendment agreed to is that which
comes after the word * glassware,” in line 25.

The SEcrRETARY., After the word “ glassware,” in line 25, it
is proposed to insert * goblets " and other glass stem ware.

Mr. STONE. That is, the committee will offer no objection
to that,

The amendment was agreed to. _

The SECRETARY. After the word “blown,” at the end of line
25, insert a comma and the words * cast or pressed.”

Mr, STONE. I understand the Senator withdraws that?

Mr. OLIVER. No; I withdrew the amendment striking out
the words “ chief value” and inserting the word * part.” I will




1913.

CONGRESSIONAL RECORD—SENATE.

4047

not object to the words “ chief value” remaining instead of the
word * part.” The words “cast or pressed ” are, however, very
important, because this kind of glassware is not blown at all.
The process of manufacture——

Mr. STONE, What is it the Senator wishes to withdraw?

Mr. OLIVER. The part to which the Senator from Missouri
referred, inserting the word “ part” instead of the words “ chief
value,” allowing the words “ chief value” to remain.

0 Mr. STONE, Very well. That is the entire amendment, is

not?
Mr. THOMAS. Where do the words “ cast or pressed” come
in—after the word “ blown” at the end of the line?

Mr. OLIVER. After the word “blown.”

Mr. THOMAS. “Blown or cast?”

Mr. OLIVER. ‘ Blown, cast, or pressed.”

Mr. STONE. Mr. President, let that be submitted. The
Setll‘:(l]tor withdraws the part of the amendment he has indi-
cated.

Mr. OLIVER. I withdraw the amendment striking out the
words “chief value” and inserting the word “part.”

Mr. STONE. That is withdrawn. To the remainder of the
amendment the committee has no objection.

The VICE PRESIDENT. The question is on agreeing to
the amendment of the Senator from Pennsylvania as modified.

The amendment was agreed to.

The SEcrRETARY. The next amendment passed over is on page
24, paragraph 87, at the instance of the Senator from Missouri
[Mr. Stoxg]. ©

Mr. THOMAS. The committee offers an amendment to the
Senate amendment in paragraph 87, which I send to the desk.

The VICE PRESIDENT. The amendment will be stated.

The SecreTAry. The first amendment, striking out the
comma, has already been agreed to.

The second amendment is as follows:

In lines 8 and 9, page 24, the committee propose to strike
out “not exceeding 150 square inches, seven-eighths of 1 cent
per pound; above that, and.”

Mr. STONE. With a semicolon.

The Secrerary. The proposition now is to disngree to the
amendment striking out those words.

The VICE PRESIDENT. The question is on agrecing to the
amendment.

The amendment was rejected.

Mr. SIMMONS. Mr. President, I understand that the amend-
ment simply restores the House language.

The VICE PRESIDENT. It restores the House language.

Mr. STONE. And the punciuation.

Mr. SIMMONS. I ask the Chair to put the question again.
The Chair held, as I understood, that the amendment was re-
jected.

The VICE PRESIDENT. In order to restore the House text,
as the Chair understands, it is necessary to disagree to the
Senate amendment.

Mr. SIMMOXS. The Chair is right.

Mr. GALLINGER. And that is what happened.

The SECRETARY. There is one other amendment in the para-
graph, in line 16, after.the word * unpolished,” to strike out the
comina.

The amendment was agreed to.

The SecreTArY. The next amendment passed over is on
page 25, paragraph 89, at the request of the Senator from Wis-
consin [Mr. LA ForLLeETTE]; also paragraph 90, at the instance
of the same Senator; also paragraph 91, at the instance of the
Senator from Michigan [Mr. SmiTH].

Mr. SMOOT. The Senator from Michigan [Mr. SaiTm]
asked that this paragraph be passed over; but he is not in the
city nor has he requested me to ask that it go over again. I
know, however, that he is quite deeply interested in these items.

The VICE PRESIDENT. May the Chair inquire, with the
rules of the Senate as they are, and with the power and ability
to amend the bill, where there is not a single amendment in
the paragraph, why it should go over and over and over?

Mr. SMOOT. I did not ask that it should go over.

Mr., THOMAS. The committee offers an amendment to para-
graph 90, which I will send up to the desk.

The VICE PRESIDENT. The amendment will be stated.

The SecrerTary. In paragraph 90, page 25, line.20, the com-
mittee proposes to substitute a colon for the period, and to add:

vided, Th n f
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The amendment was agreed to.

The VICE PRESIDENT. Paragraph 91 will now be read.

The Secretary read paragraph 91, on page 25.

Mr. LA FOLLETTIS. I think I made it clear that as to
the paragraphs passed over upon my suggestion I would with-

draw any request of that sort, and would submit what I have
to offer to the subcommittee,

The SecreTARY. Paragraph 99, beginning at the foot of page
27, was passed over——

Mr. SIMMONS. I understood that that paragraph had not
been acted on. I understood that we were to wct on it now,
subject, of course, to the action of the committee when the
Senator presents his views to the committee.

The VICE PRESIDENT. Paragraph 97 has been read here-
tofore. Paragraph 99 has not been read.

Mr. SIMMONS. Very well.

Mr, LA FOLLETTE. I do not ask to have action deferred
at this time, because I can offer my amendment in the Senate
if T should desire.

Mr. SIMMONS. I understood that, but I thought the para-
graph had not been read.

The SecReTArRY. Paragraph 99 was passed over at the re-
gu{last of the Senator from Kansas [Mr. Bristow]. It reads as
ollows:

99. Marble, breccia, and on

, in block, rough or squared only, 50
cents per cuble foot; marble,

reccia, and onyx, sawed or dressed, over
2 Inches in thickness, T5 cents per cubiec foot; slabs or paving tiles of
marble or onyx, containing not less than 4 snperficial inches, if not
more than 1 Inch In thickness, 6 cents per superticial foot; if more
than 1 inch and not more than 13 inches in thickness, 8 cents per
superficial foot; if more than 1} inches and not more than 2 inches in
thickness, 10 cents per superficial foot; if rubbed in whole or in part,
2 cents per superficial foot in addition ; mosaic cubes of marble or onyx,
not exceeding 2 cuble inches In size, if loose, 20 per cent ad valorem;
if attached to paper or other material, 35 per cent ad valorem.

Mr, BRISTOW. Mr. President, I have not yet received the
information I was expecting on that paragraph, and I will let
it go. If the information comes in before we reach the consid-
eration of the bill in the Senate, I will take it up and discuss it.
I will not take up the time of the Senate now.

The SECRETARY. Paragraph 102, on page 29, was passed over
at the request of the junior Senator from North Dakota [Mr.
GroNNA]. It reads as follows:

102. Grindstones, finished or unfinished, $1.50 per ton.

Mr. LA FOLLETTE. Mr. President, the junior Senator from
North Dakota is unaveidably detained from the Senate at this
time, While he left no suggestion with me, and I do not know
that he did with any other Senator, regarding his request as to
this paragraph, I will take the responsibility—I think [ may—of
saying that if he has anything to offer on that paragraph he will
offer it when it is reached in the Senate.

I think perhaps I ought to give notice now, if notice is re-
quired, of a reservation as to that paragraph in his behalf when
the bill goes into the Senate.

The SECRETARY. On page 30, paragraph 106 was passed over
at the request of the Senator from Michigan [Mr. TowxsEsD]
and the Senator from Missouri [Mr. StoNe]. The committee
amendment has not been acted upon.

Mr. THOMAS. Just pass that.

The SECRETARY. Paragraph 106 reads as follows:

108. Beams, girders, joists, angles, channels, car-truck channels,
T T, columns and posts or parts or sections of columns and posts,
deck and bulb beams, sashes, frames, and building forms, together with
all other structural shapes of iron or steel, whether plain, punched, or
fitted for use, or whether assembled or manufactured, 12 per cent ad
valorem.

On line 8, after the word “ manufactured” and the comina,
the committee proposes to strike out “12" and to insert * 10.”

The amendment was agreed to.

Mr. THOMAS. Now, I ask to have that paragraph passed.
The request was made before it was read.

The VICE PRESIDENT. The Chair does not understand the
request of the Senator from Colorado.

Mr. THOMAS. The request is to have paragraph 106 passed
for the present. The committee is not ready to report it out.

The VICE PRESIDENT. Does the Senator wigh to have it
passed over again?

Mr. THOMAS. If it has been passed once, pass it again; but
I understood that it had not been passed.

Mr. STONE. The committee is not ready to make a report
on that paragraph, and we would like to have it passed.

The SEcrReETARY. On page 33, paragraph 116 was passed over
at the request of the Senator from Missouri [Mr. SToNE].

Mr. THOMAS. Just pass that. The committee is not ready
to report.

Mr. WEEKS. Do I understand that paragraph 116 is to be
considered again so that an amendment may be offered?

Mr. THOMAS. Oh, yes.

The SEcrReTARY. On page 37, paragraph 126, relating to card
clothing, and so forth, was passed over at the request of the
Senator from Utah [Mr. Samoor], the senior Senator from
Massachusetts [Mr. Lobge], and the junior Senator from Massa-
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chusetts [Mr. WeEks]. The committee amendment has not been
acted upon.

The VICE PRESIDENT. The amendment will be stated.

The SEcCRETARY. In paragraph 126, page 37, line 3, after the
word “ importation,” the committee proposes to strike out * 40
per cent ad valorem” and insert * when manufactured with
round iron or untempered round steel wire, 10 per cent ad
valorem; when manufactured with tempered round steel wire,
or with plated wire or other than round iron or steel wire, or
with felt face, or wool face, or rubber face cloth containing
wool, 30 per cent ad valorem,” so as to make the paragraph
read: .

126, Card clothing not actually and permanently fitted to and
attached to carding machines or to parts thereof at the time of im-
portation, when manufactured with round lron or untem(pemd round
steel wire, 10 per cent ad valorem; when manufactured with tempered
round steei wire, or with plated wire or other than round iron or steel
wire, or with felt face, or wool face, or rubber face cloth containing
wool, 30 per cent ad valorem.

Mr. BRANDEGER. I should like to ask if paragraph 121, on
page 36, was not passed over? I have it so marked.

The VICE PRESIDENT. The comunittee amendment was
agreed to.

Mr. BRANDEGEE. I remember that at the time I called
the attention of the Senator from Colorado to a suggestion, at
least, and he informed me that the committee would take it
under consideration.

Mr. THOMAS. Yes; the committee reconsidered that para-
graph, but it has no change to recommend. I refer to para-
graph 121.

Mr. WEEKS. Mr. President, in line 8, page 37, I move that
the figures “40" be substituted for “ 80,” so that it will read
“40 per cent ad valorem.”

The VICE PRESIDENT, The amendment to the amend-
ment will be stated.

The SECBRETARY. In the commitiee amendment, on page 37,
paragraph 1206, line 8, it is proposed to strike out “30" and
insert “40.”

Mr. WEEKS. Mr. President, the rate which I propose is the
House rate, which is a reduction of 33} per cent from the rate
which is now prevailing, and which seems to be a competitive
rate. We are producing in this country about twice as much
card clothing as we are importing, but there are large importa-
tions. In the year 1910 the importations were nearly as large
as the preduction in the United States. The same thing is true
of the rates of wages paid in this country in relation to the
rates paid in others as in the case of other industries. They
are substantially twice as large as the rates paid where card
clothing is manufactured in other countries. There is no trust
connected _with the business, and from every standpoint it
seems to me the industry is entitled to the rates agreed to in
the House, :

I submit the matter on that statement.

The VICE PRESIDENT. The question is on the amendment
proposed by the Senator from Massachusetts to the amendment
of the committee.

The amendment to the amendment was rejected.

The VICE PRESIDENT. The question now is on the amend-
ment of the committee.

The amendment was agreed to.

The Secrerary. The next amendment passed over is on
page 40, paragraph 136.

Mr. THOMAS. The committee offers a substitute for para-
graph 136, which I send to the desk.

The VICE PRESIDENT. The amendment will be stated.

The SrcrETARY. The committee proposes to strike out all of
paragraph 136 and to insert in lieu thereof the following:

Table, kitchen, and hosplital utensile or other simllar hollow ware
composed of iron or steel, enameled or glazed with vitreous glasses but
not ornamented or decorated with lithographic or other printing: table,
kitehen, and hospltal utensils or other similar hollow ware composed
wholly or in chief value of slominum ; all the foregolng not especlally
provided for in this section, 25 per cent ad valorem.

Ay, SMOOT. Mr. President, that removes the objection that
I Lad to the paragraph and is perfectly satisfactory to me.

The VICE PRESIDENT. The question is on agreeing to the
amendment of the committee,

The amendment was agreed to.

The BeceeTaRY. "On page 42, paragraph 145 was passed over
at the instance of the SBenator from Iowa [Mr. Kenyon].

Mr. SMOOT. Mr. President, there was one paragraph passed
over before that—paragraph 188, That Is the feather provision,

The VICE PRESIDENT. The Secretary informs the Chair
that the matter was cleared up.’ The Chair has no recollection
about it. It was returned to and agreed to.

Mr. SMOOT. Does the Chair say that paragraph 138 was not
passed over?

The VICE PRESIDENT. It was passed over and was sub-
gequently taken up and agreed to.

Mr. THOMAS. T do not recall that. It was passed over, to
be considered in connection with paragraph 357.

Mr. STONE. What, in fact, was done, as shown by the notes
on my book here, is that it was passed over at the request of
the Senator from Utah [Mr. Saoor] until the feather para-
graph should be disposed of.

The VIOCE PRESIDENT. The Recorp referring to the matter
will be here in a minute.

Mr. SMOOT. I will state, however, as I remember now,
that the Senator from Missouri [Mr. SroNg] after that did ask
for a vote upon it and said that if the feather paragraph should
be changed he would then revert to this paragraph. I think
that is the way the record stands.

The VICE PRESIDENT. The amendment was agreed to.
There is not any doubt about it

The SecreTAry. Puge 42, paragraph 145, “Aluminum, alumi-
num sgerap '—— s

Mr. OLIVER. The Senator from Iowa has offered an amend-
ment to strike out——

Mr. SIMMONS. It is about 6 o'clock and the committee want
to have a meeting to-night. I understand it is the desire to
have a short executive session. I ask that the bill be laid aside
for the day.

Mr. OLIVER. If the Senator will with}old for a moment——

Mr. SIMMONS. Yes. %

Mr. OLIVER. I have some remarks to make which will take
some little time with regard to the amendment offered by the
Senator from Iowa to this paragraph. Unfortunately, I have al-
ready made an engagement which I simply ean not reeall which
will prevent my presence here to-morrow. I should like to ask
the committee if they will not indulge me to the extent of al-
lowing this paragraph to go over until Wednesday, at which
time I will be prepared to discuss it.

Mr, THOMAS. That is all right."

The VICE PRESIDENT. The paragraph goes over until
Wednesday.

Mr. KERN. I move that when the Senate adjourns to-day it
adjourn to meet to-morrow morning at 10 o'clock. I will state
in this connection that the purpose is to adjourn to-morrow
evening at 5 o'clock.

Mr. GALLINGER. Mr. President, up to the present time
everything has been done by unanimous consent. Would the
Sen:lvtor be willing to put that as a reguest for unanimous con-
sent ?

L:.r. KERN. I will ask that it be done by unanimous con-
sen

The VICE PRESIDENT. The Senator from Indiana asks
unanimous consent that when the Senate adjourns to-day it be
to meet to-morrow at 10 o'clock. Is there objection? The
Chair hears none, and it is so ordered.

EXECUTIVE SESSION.

Mr. BACON. I move that the Senafe proceed to the con-
sideration of executive business.

The motion was agreed to, and the Senate proceeded to the
consideration of executive business. After eight minutes spent
in executive session the doors were reopened, and (at G o'clock
and 10 minutes p. m.) the Senate adjourned until to-morrow,
Tuesday, September 2, 1913, at 10 o'clock a. m.

CONFIRMATIONS.
Ezxecutive nominations conﬂm;cg by the Senate Seplember 1,
1013.

POSTMASTERS.
ALABAMA,
Mollie P. Henderson, Enterprise.
H. O. Sparks, Boaz.
CALIFORNIA,
Warren A. Bradley, Gustine.
Byron Q. R. Canon, La Mesa,
James F. Monroe, Upland.
FLORIDA,
A. Keathley, Brooksville.
M. H. Slone, Plant City.
ILLINOIS.
John A, Freeman, Heyworth.
B. L. Greeley, Tremont.
Ira W. Metcalf, Momence,
L. T. Neff, Illiopolis.
Fred Le Roy, Streator.
Henry Werth, Breese,
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INDIANA.
John M. Nelson, Crothersville.
MASSACHUSETTS.
Thomas E. Luddy, East Bridgewater.
MISSOURI,
Ross Alexander, Mercer.
L. R. Dougherty, Pacific.
MONTANA,
L. H. Adams, Somers.
W. H. B. Carter, Polson.
NEW JERSEY.
George Deiss, jr., Bradley Beach,
Adolphus Landmann, Oradell.
Henry Otto, Ege Harbor City.
OHIO.
Wiley K. Miller, Shreve. ;
David M. Welty, Bremen.
OREGON.
Esther Evers, Huntington.
BOUTH DAKOTA.
Hugh J. McMahon, Philip.
TEXAS.
T. J. Lilley, Whiteright.
J. W. Whatley, Miami.

SENATE.
TuEespay, September 2, 1913.

The Senate met at 10 o’clock a. m.
Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D.
The Journal of yesterday's proceedings was read and ap-
proved.
CALLING OF THE ROLL.

Mr. SMOOT. Mr. President, I suggest the absence of a
quornm.

The VICE PRESIDENT. The Secretary will call the roll

The Secretary called the roll, and the following Senators
answered to their names:

Ashuarst Dillingham Martine, N. J. Bimmons
Bacon Fletcher Myers Smith, Ga.
Bankhead Gallinger Nelson Smith, 8.
Borah Hollls Norris moot
Bradley Hughes O'Gorman Sterling
Brady James Overman tane
Brandegee Johnson Owen Butherland
Bristow Jones Page Thomas
Bryan Kenyon Penrose Thompson
Catron Kern Perking Thornton
Chamberlain La Follette Pomerene Vardaman
Chilton Lane Robinson Walsh
Clapp Lewis Noot Warren
Clarke, Ark. Lodge Saulsbury Weeks
Colt MeC'umber Shafroth Willlams
Crawford MecLean. Sheppard Works
Cummins Martin, Va. Bherman

Mr. THORNTON. I wish to announce that my colleague
[Mr. RaxspErr] is at this time absent from the Chamber on
public business.

Mr. JONES. T desire to announce that the junior Senator
from Michigan [Mr. TownsExn] is necessarily absent from the

Chamber and will be absent for the remainder of the day. He

has a general pair with the Senator from Florida [Mr. Bryax].

Mr. SHEPPARD. My colleague [Mr. CuLBersoN] is neces-
sarily absent. He is paired with the Senator from Delaware
[Mr. pu Poxr]. This announcement may stand for the day.

Mr. SMOOT. I desire to announce that the senior Senator
from Delaware [Mr. pu Poxr] is detained from the Senate on
aceount of illness

Mr., GALLINGER. I wish to announce that the junior
Senator from Maine [Mr. BurreicH] is detained from his duties
here on account of a protracted illmess. Information received
from him yesterday indicates that he will not he here at any
time during the present sersion. I make this announcement now
so that it may not be necessary to repeat it on subsequent roll
calls.

The VICE PRESIDENT. Sixty-seven Senators have answered
to the roll call. There is a quorum present.

MESSAGE FEOM THE HOUSE.

A message from the House of Representatives by J. C. South,
its Chief Clerk, announced that the Speaker of the House had
signed the enrolled joint resolution (8. J. Res. 52) to authorize
the appointment of Thomas Green Peyton as a cadet in the

United States Military Academy, and it was thercupon signed
by the Vice President.

PETITIONS AND MEMORIALS,

Mr. PERKINS presented a petition of the Chamber of Com-
merce of Oroville, Cal., praying for the enactment of legisla-
tion providing for the enlargement of the naval forces of the
country, which was referred to the Committee on Naval Affairs.

He also presented a petition of the Chamber of Commerce of
Oroville, Cal., praying for the establishment of a naval reserve,
which was referred to the Committee on Naval Affairs.

Mr. POINDEXTER presented a resolution adopted at rhe
annual meeting of the Congregational Association of Eastern
Washington and Northern Idaho, held at Medical Lake, Wash.,
extending thanks to Congress for the enactment of the Kenyon-
Webb interstate liguor law, which was referred to the Commit-
tee on the District of Columbia.

He also presented resolutions adopted at the annual meeting
of the Congregational Association of Eastern Washington and
Northern Idaho, held at Medical Lake, Wash., favoring the
ratification of international arbitration treaties, which were
referred to the Committee on Foreign Relations.

DE. JOHN T. NAGLE.

Mr. O'GORMAN, from the Committee on Foreign Relations,
to which was referred the bill (8. 2907) to authorize the
President to award a medal of honor to Dr. John T. Nagle for
conspicnous bravery at the battle of Kernstown, Va., on July
24, 1864, while serving as an acting assistant surgeon of the
United States Army, asked to be discharged from its further
consideration, and that it be referred to the Committee on
Military Affairs, which was agreed to.

BILLS INTRODUCED,

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. CRAWFORD:

A bill (8. 3069) granting a pension to Catherine E. Brown§
to the Committee on Pensions.

By Mr. SHERMAN:

A bill (8. 3070) granting an increase of pension to Andrew T.
Machesney; and

A bill (8. 3071) granting an increase of pension to Celing
Little; to the Committee on Pensions,

THE CURRENCY.

Mr. THOMAS. I submit an amendment intended to be pro-
posed to the bill (H. . 6454) to provide for the establishment
of Tederal reserve banks, for furnishing an elastic currency,
affording means of rediscounting ccmmercial paper, and to es-
tablish a more effective supervision over banking in the United
States, and for other purposes, which I ask may be printed and
referred to the'Committee on Banking and Currency.

The VICE PRESIDENT. The amendment will be printed
and referred to the Committee on Banking and Currency.

Mr. THOMAS. In this connection I ask unanimous consent
to publish in the Recorp a short article explanatory of: the

‘amendment from its author, and which I think is not only of

importance but of great interest and value, due to the fact that
we shall take up for determination the currency measure. I
ask that the article be referred to the Committee on Banking
and Currency to accompany the amendment just submitted.

There being no objection, the article was referred to the
Committee on Banking and Currency and ordered to be printed
in the Recorp, as follows:

PREFACE.

In order that the people’s interest might be properly conserved, the
administration at Washington expressed a desire to receive suggesiions
from Farsons not pecuniarily interested in matters which are the sub-
ject of legislation.

In response to this general invitation, I published in May of this year
a pamphlet entitled * Outline of a Plan for Funding the National ﬁebt
and for Maintaining an Eilastie Reserve Currency.” The " plan " at-
tracted some attention because of its novel treatment of the subject and
;o;'] thi.:l advantages insured by its adoption, among which are the
ollowing :

The saving of millions of dollars annually in interest.

Tgioe g:leam of determining at regular intervals a proper interest rate
on bonds.

An equivalent to the Government of the profit on the circulation privi-
leqe in the form of a low interest rate on its bonds,

Taking the Government out of the banking business.

Independenm of syndicates In the flotation of its bonds.

An “ automatic ° sinking fund.

The maintenance of the gold standard.

The simplicity of the sysfem. 5

The freedom of competition in regard to Government bond issues.

The ultimate increase, within certain limits, of avallable money.

Its adaptabllity to expansion In the event of war. s

The means of accelérating or retarding the process of funding to the
best advantage. ,
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